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TRENDS IN EXECUTIVE COMPENSATION 


Ray Hawes 








THE OPERATIONS LETTER AS THE 
CONTROLLER'S MEDIUM OF EXPRESSION 


Paul L. Smith 


UNRECORDED LIABILITIES IN REAL ESTATE 


Andor Beretvas 


CONVENTIONAL DEPRECIATION ALLOWANCES 
VS. REPLACEMENT COST 


Robert Eisner 
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@ Write for this booklet today... 


You are invited to investigate these precision Reynolds & Reynolds specializes in the manufac- 
made, low cost standard accounts receivable State- ture of top quality, custom made Statements and 


ments and Ledgers . . . designed to fit most types Ledgers designed to your individual requirements. 


of desk model accounting machines. Fill in and mail the coupon today! 


The Reynolds & Reynolds Co. 
800 Germantown St. 
Dayton 7, Ohio 


Please send the free, informative booklet on Reynolds & Reynolds 
Accounting Machine Statements and Ledgers 


She 


REYNOLDS & REYNOLDS 
‘Compan yf 


BUSINESS FORMS SINCE 1866 


RonF? ae, 2a i se 
SALES OFFICES IN MOST PRINCIPAL CITIES 


Make of Machine Model 
Name 
Firm Name 


Address 


City 
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LEARN BY DOING 


...is the principle upon which 
IAS teaching methods are based 


1 } 

—_ is probably no subject which by its very nature ts better 
adapted to the corresponde nce method of instruction than account 
ing. Toa great extent, accounting must be learned the way itis used, 


through the point of a pencu 


@ Because the compiling and interpreting of records in written form 


play such an important part in accounung work, it has been possible 


progress to devise a system of instruction whereby the student can /earn /y 


bh me most of the things an accountant does in actual prac {ice 


¢ Phousands of successful aCCOUuNntants both inh public practice and 


In private industry are living proof that accounting can be learned 


in successfully by correspondence 
| 


@ Having specialized in the teaching of accounting and closely 


allied subjects for fifty years, [AS has learned how to make ettective 


use of the Important learn-by-doing | rinciple of teaching. Since this 


° 
accounting method 1s so well adapted to the teaching of accounting, TAS has 


been able to make its Courses thorouvhly practical 


50th Anniversary Edition of 


“MY VEdHest 


training aroneaneyseonm 7A 


INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
Al Correspondence School Since 1903 


209 WEST JACKSON BOULEVARD ¢e CHICAGO 6, ILLINOIS 





PAUL HAASE, Editor 


How to SAVE TIME 
in Washington: 


Already famous for its matchiess serv- 

ice and fine cuisine, the Sheraton 

Cariton is widely acclaimed amon * f IN b 1953 
business and professional men for ifs ontents or ovem er 
ideal — When you stay at the 

Sheraton-Cariton, your Washington 

headquarters is mere minutes from FEATURES 

government agencies and the White 

House, and within easy walking dis 

tance of the financial district and the 

better shops and theatres 

SAVE TIME . stay at the 


Sueraton-Caruron 


@5}- Hore: 


FORMERLY THE CARLTON 
SIXTEENTH STREET AT K, N.W. 
WASHINGTON 6, D. C. 
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ose Saves 
up to 50% 
hand motion 


[IVE KEYBOARD 
Walional adding machine 


Now, you can add and list without depressing a motor 
bar! On this new National every amount key is electri- 
fied! Simply press the keys you want to add—the ma- 
chine does it instantly! You save up to 50% hand 
motion, 

National’s “feather-touch” action makes it easier than 
ever to press two or more keys at once—more time- 
saving! All ciphers print automatically—still more time 
saved! Operators like it—they do their work with so 
much less time and effort. 

Printed words cannot explain all the advantages of 
this “Live” Keyboard. You must see it to believe it. See 
it today! 


Fordemonstration phone nearest National office or Natior 


“Live” Keyboard plus 8 
other time-saving fea- 
tures combined only on 
National: Automat Clear 
Signal * Subtractions in red 
* Automatic Credit Balance 
* Automatic space p of tape 
when total prints ¢ Large 
Answer Dials ¢ Easy-touch 
Key Action . Full-Visible 
Keyboard, Automatic Ciphers 


* Rugged Duty Constru 


THE NATIONAL CASH REGISTER COMPANY, pvayron 9,o0n10 


now you 
can forget 
the motor bar! 


© 
TRADE MARK REG. U 6 PAT. OFF 


ADDING MACHINES + CASH REGISTERS 


ACCOUNTING MACHINES 





ELECTRONICS FOR TOMORROW’S OFFICE 


iditors, THE CONTROLLER 
At 


publications a much discussed topic 1s 
electronics.” Technical talks on deve loy 


national conferences and in trad 


ments and promotional releases by manu 
firms have raised 


much smoke and Spee ulation as to the of 


facturing or research 


fice of tomorrow and the steps which must 
be taken in planning for this “tomorrow 
by controllers and other accounting offi 
cials 

Dazzling indeed have been recitations 
of the computing specd possible in pres 
ently planned or operating computers ; the 
printing speeds of printers for which pat 
filed; the 
speed and exactness with which these larg: 


ents have been and uncanny 


computers solve involved 


formulae, prepare utility bills keep in 


cnyincering 


ventories, and make airline reservations 


Most of the last 
presidential election as collected and col 


of us watched results 


lated by one of these giant “brains 
Electronics 1s a which 
wide field and many of the labor-saving 


word covers a 


machines presently in use are clectroni 


inasmuch as they embody tubes in thei 


makeup. However, when th word is 


heard by most people, because of the pro 
motional publicity, the high speed com 
puters are what are conjured up in their 
minds 
These 
calculating speeds and 
drums of great capacity, 
speeds from 1500 to 7OOO ¢ p-m., 
the accomplishments of engineering de 


Ve loy 


viant robots with tremendous 


memory storage 
operating at 
show 
ment; but, these machines, high in 


cost, are not within the reach or necds of 
avcrape business firms today 

The cheap st clectronic calculator sells 
for $100,000 and larger ones run up to 
$1 million. Rentals run from $10,000 and 
up a month 

lo duplicate the thinking functions of 
computer systems 


a human brain these 


have four basic components 


1. A control unit which provides the 
guiding intelligence which deter 

mines the type and consequence of 

operations. This is done through 

programming. 

Mc mory or storage units to store in 

formation until needed 

A computer unit which performs all 


necessary arithmetical calculations 





JOHN R. 


INSURANCE ADVISER 


* 


744 BROAD STREET 





Complete Surveys of 
Corporate Insurance Affairs 


No Insurance Sold 


Established 1926 


BLADES 


NEWARK 2, N. J. 











Input-output units as means to en 
ter data into the system and extract 
desired results from the system. 


As accountants, we are concerned with 
internal records, reports to management 
and stockholders, and the every day deal 
ings of orders, billing, accounts receivable 
and payable and other documentary re 
ords. It is in the input-output component, 
most important in my own industry in 
view of the multitudinous detail involved, 
that practical development has lagged. As 
of now, preparation of input data is only 
as fast and accurate as the individual Op- 
cerators of key punches, electric typewriters, 
adding machines and the like. In this 
phase there is to be little saving in per- 
sonnel Or time over present progre Sssive 
Present input bottlenecks and 
errors are not relieved by electronics. 


me thods 





of THE CONTROLLER 
are invited to express their reac- 


Readers 


tions to articles appearing within 
our pages. Letters will be welcomed 
for inclusion on this page and must 
bear the writer's signature and ad- 
dress (which will be withheld if so 
The Editors 


requested). 





Although it appears that the electronic 


equipment for “tomorrow's office’ has 
much to go in development as far as gen- 
cral business organizations are concerned, 
in anticipation there 1s much work that 
can be line of methods and 
procedures both as to the accounting sys 
tem and the reports completed Reports 


should be diagnosed as to content, and 


done in the 


possible revision for data best suited to 
Management requirements, and procedures 
laid out in logical order and examined 
for streamlining, general 
and To keep abreast of clec- 
tronic developments, analyzing applica- 
tion to individual situations is a ‘“must.”’ 
Mindful of the many “bugs” that must 
be cleared from new machines and ele 
tronic systems, there is much wisdom and 
advice in the words of Alexander Pop 


coordination 
control 


THie 


WILLIAM R 
Controller 
United States Fidelity and Guaranty Co 
Baltimore, Md 
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Instantly Changeable Type 
Will Make Your 
Mimeographing 

Look Like 

Printing! 


Ante 
- mars 


“tet. SoU ee 


Now You Can Produce a Great Deal of Your 
Business Printing on Your Office Duplicator 


Select your type from the Modern mimeographing is quality reproduction. 


drawer at the base of the my Y It needs only a quick, inexpensive source of 
machine. Types are in- hal <a attractive type composition to put it into a 
stantly changeable by just 
turning a knob. Type faces A 
range from 5 pt. to 12 pt. Si - fect answer to that problem. The VARI-TYPER 
in size in @ wide choice Br STENCIL-WRITER prepares mimeo stencils 
of styles, symbo!s, and in a 

foreign languages, too! 


quality printing class. Now...at last...the per- 


with print-like type in a variety of styles and 
sizes...all in one machine! Standard keyboard 
with an electrically controlled impression 


It takes less time to change Vari-Typer Type makes it possible for your typist to prepare 
Fonts than it does to switch blades in a 
safety razor. Changes can be made in the 
middle of a sentence without disturbing the 
copy. Even the spacings between characters etc., will come out of your duplicator with a 
and between lines are variable, making the pleasing professional print-like appearance. 
Stencil-Writer adaptable for almost any variety 

of duplicating job requiring type. 


stencils for all your duplicating needs. Forms, 
bulletins, literature, programmes, instructions, 





RALPH C. COXHEAD CORPORATION 
720 Frelinghuysen Avenue, Newark 5, N.J. 


Please send me Vari-Typer Booklet 312 


NAMIE 


Send the coupon for COMPANY 








literature and specimens 








te FINANCIAL REPORTS TO 


by Adolph G. Lurie 


by Harold W. Horton 


% THE BUSINESS OUTLOOK 
by Murray Shields 





THE CONTROLLER. Price 25¢ each——free 
members of Controllers Institute 


The Editor 


Editors, THE CONTROLLER 

Is there any information available or 
any publication regarding the subject of 
electronic Computers that you could recom 
mend for reading ? 


R.S.H 


See note above and in addition, you may 
wish to obtain from Edmund C. Berkeley 
and Associates, 19 Milk Street, Boston 9 
Mass., information about Computers and 
Automation (formerly The Computing Ma 
chinery Field), which is issued monthly 
ten times a year, and carries articles on this 


The Editors 


subye cf 


TRAINING FOR CONTROLLERSHIP 
Editors, THE CONTROLLER 


Congratulations on the article by Dr 
Frank P. Smith in the July 1953 tssue of 
THE CONTROLLER on the subject of “Col 
lege Training for Controllers’ Depart 
ments.”” It's a very thoughtful and pen 
trating analysis of the problem and_ is 
broad enough in scope that its lessons can 
be appli dto any de partment of a business 


F. E. SMETHERAM, Asst. Treasurer 
Metropolitan Building Company 


N\« attle, Wash 


THE CONTROLLER 


Yoxuthcoming Seatures 


IN THE CONTROLLER 


PLANT OPERATING EXECUTIVES 


te CHANGING CONCEPT OF CASUALTY INSURANCE 





DISCOVERING EXECUTIVE MATERIAL 
Editors, THE CONTROLLER: 

I was int«.ested in reading Dr. Steven's 
article, “Tomorrow's Executive: Autom- 
aton or Free Man?” in the July issue of 
THE CONTROLLER. 

Although I am a firm believer in the 
broadening effect of collegiate training, I 
do not feel college courses will give the 
student the inner requirement necessary to 
become an executive. There are many per- 
sons who have this inner requirement but 
the y are not top managers or even depart 
ment heads because they have not been dis- 
covered, encouraged and trained by execu- 
tives who possess natural leadership and 
the ability to develop others. 

A really top-flight executive surrounds 
himself with those who show 
and willingness to accept responsibility ; 
he offers them opportunities and guidance. 

A company which is apparently short of 
personnel from which future executives 
may be developed, should obtain the serv- 
ices of a successful leader to study its 
problems. Such a man should be financially 
secure in his own right so he need not 
hesitate to speak his mind plainly when 
necessary. He need not be a lawyer, CPA, 


initiative 


or etticiency man. His study should start 
with the top-level executives and I venture 
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to predict that he would not work far 
down the ladder before he would learn 
at what level executive talent was noi 
being found and developed and why 
Minor executives (not top-flight) are 
paid employes today. They are not Free 
Men. 


ROBERT B. LAMBERT 
Neptune Beach 
Florida 


CONTROLLER VS. COMPTROLLER 
Editors, THE CONTROLLER: 

I felt the following comments would 
hold interest for you regarding the role of 
the modern controller and particularly in 
view of your comments about “‘controller’ 
vs. “comptroller” in your May issue. 

The material was published in an adver 
tisement called “The Rockwell Report” by 
W. F. Rockwell, Jr., president of Rock- 
well Manufacturing Company, Pittsburgh, 
and appeared in the August 16, 1953 issue 
of the New York Times. Your readers may 
likewise find it of interest. 


HENRY KEYSERLING 
Management Consultant 
Plymouth, Mass. 


It is difficult to imagine operating a busi’ 
ness of any size in these complex times with- 
out an efficient controller. Yet there is prob- 
ably no management function in business 
which is less understood—or more misunder- 
stood—by much of the general public. Peo- 
ple unfamiliar with the management of 
business seem to picture the controller as a 
thin, stoop-shouldered,  flint-eyed man 
perched on an old-fashioned bookkeeper’s 
stool poking at figures with a sharp pencil. 
And along with this, there seems to be the 
impression that the chief pleasure in life of 
the controller and his department is the 
manufacture of red tape out of unnecessary 
forms and procedures. 

Of course that is not true in any modern 
organization. In our company, as in many 
others, a never-ending activity of our con- 
trol department is the cutting away of red 
tape—-the streamlining of methods and pro- 
cedures to free time and energy for produc 
tive work, Over and above the scores of 
other responsibilities, one of this depart- 
ment $s most important jobs is the continu- 
ous analysis of Company statistics and the 
prompt reporting of them. 

We work on the principle that the sooner 
information is available, the more valuable 
it is as a management tool. It used to be 
considered adequate (and still is in some 
places) to have a company’s consolidated 
report in the hands of management by the 
twentieth working day of the month. We 
have ours by the fifth. That is especially 
important in a company as diversified as 
ours, product-wise and geographically. 

Incidentally, perhaps some of the hazy 
confusion in the minds of so many (includ- 
ing many stockholders, we've found) about 
what a controller is and does arises from 
the fact that many companies still refer to 
him by the antiquated and largely meaning- 
less term “comptroller.” 
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An Prmtraine [lmbsouer 


TYPEWRITER ACCOUNTING 
MACHINE 


simultaneously! 





: related records 


Cost Records 


») 
Coot : Stores Records 
A n ~~ , Accounts Receivable 
wv —1\ Accounts Payable 
There’s no limit to the work this Burroughs Type- = , , 
thi Ore | 


writer Accounting machine will do for you! General Ledger 


Awaching. } Payroll 


It posts any of your records or any combination of 


them, complete in one operation. 





does all 


It posts related records simultaneously . . . 
the adding, subtracting and typing . . . punctuates, 
dates and tabulates automatically . Speeds form 
insertion with its front feed carriage . . . speeds the 


entire posting job with its typing-computing keyboard, 


Let your Burroughs man show you how easy it is 
how little it costs—to post all your records on this 
one Burroughs Typewriter Accounting machine. 


Burroughs Corporation, Detroit 32, Mic higan, 


Burroughs 

















For tederal Income Tax Purposes 








For Every One Concerned 
with Federal Income Tax Problems of Investors .... 


When capital changes affect income from an investment portfolio — how 
can the Tax Man get the facts and information needed for correctly com- 
puting gain and loss for federal income tax purposes ? 
For more than two decades top tax specialists have turned to the authori- 
tative pages of SINCLAIR-MURRAY CAPITAL CHANGES REPORTS for this 
kind of data. In its three encyclopedic loose leaf Volumes the complete 
capital changes histories of over 12,000 corporations are set forth and kept 
continually up to date through fast, regular loose leaf “Reports.” 
Included in its comprehensive coverage of this field are full details on the 
federal tax aspects of stock rights, stock dividends, liquidating distributions, 
exchanges in reorganizations, dividends on preferred stock redemptions, 
nontaxable and capital-gains cash dividends, interest on bonds “traded flat,” 
amortizable premium on convertible bonds, and the like. 
Then, too, there is everything needed in handling the federal tax problems 
peculiar to taking deductions on worthless securities, war casualty losses 
and recoveries, and the dividends received credit for corporate holders 
of certain public utilities stocks. 
Not a statistical service, not a financial advisory service — these fill their 
own place in reporting financial events. SINCLAIR-MURRAY CAPITAL 
CHANGES REPORTS is concerned not with reporting financial events as 
such, but is exclusively concerned with reporting instead how certain finan- 
cial events affect the tax picture of the security holder. 

* Authoritative — Produced and published by Sinclair Murray & Co., Inc. 


—a wholly owned subsidiary of Commerce Clearing House, Inc, 
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COMMERCE, CLEARING, HOUSE,.INC., 


PUBLISHERS OF TOPICAL LAW REPORTS 


214 N. MICHIGAN AVE. 1329 E Srreert, N. W. 
CHICAGO 1 WASHINGTON 4 
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Is 65 Antiquated? 


The great majority of aging workers refuse to concede 
that age 65 marks the end of their useful and productive 
life. According to records of the Social Security Administra 
tion, the average age at which workers begin to collect 
federal benefits under Old Age and Survivors Insurance ts 
09. 

Discussions of this subject at the recent convention of the 
American Medical Association indicated that “the general 
idea of retirement at 65 is said to be based on conditions of 
25 and 50 years ago medical advances, higher living 
standards, and much better chances of living beyond 65 have 
combined to make that age milestone too young in many 
cases.”” It was pointed out that the average life expectancy at 
65 is now 13 years more for men and 14 for women 

And by 1983, according to a new mortality table for fund 
ing private retirement plans, the average life expectancy of 
males may be 16.75 years, instead of the figure of 13 to 
1414 years in earlier mortality tables. The study by Ray M. 
Peterson of the Equitable Life Assurance Society, which r¢ 
sulted in the new mortality table, also found that the life ex 
pectancy is greater for individuals covered by private retire 
ment plans than for the general population 

These findings deserve consideration by those responsible 
for corporate pension plans in order to insure adequacy of 
reserves, since the lengthening life span, it is estimated, 
could increase pension costs about five per cent every ten 
years. 

A New Look Behind the P.O. Scene 

The National Industrial Conference Board of New York 
has been retained by the Senate Post Office Committee to 
develop information helpful to that Committee in dealing 
with legislation on “Policy and Operations” of the Post 
Office Department, according to a recent announcement by 
Senator Carlson (R-Kan.), chairman of the Committec 

The study of the Post Office Department's operations re 
sults from a request by Postmaster General Arthur Sum 
merfield for a number of rate rises, including an increase 
from three to four cents for letter mail. The Post Office De 
partment has been “in the red” at the rate of about $500 
million a year for the past several years, it was reported, but 


Congress had put off action on Postmaster General Sum 


merfield’s request until the next session 
The NICB, according to Senator Carlson, will look into 
the following: 


1. The role of the postal service in our modern indus 


trialized society and its impact on the American economy 1 
general; 

2. The extent to which the various segments of business 
and industry are utilizing the postal service; 

3. The part played by the postal service in distributing 
and facilitating the distribution of the national output; and 

4. If data are available, the elasticity of demand tor postal 


SCrVICeS 


John S. Sinclair, NICB president, said that Martin Gains 
brugh, chief economist, and Theodore R. Gates, fiscal econo 
mist, are directing the study which Senator Carlson said he 
expects will be ready for review by Congress early in 1954 
Mr. Gainsbrugh ts well known to corporate controllers and 
financial officers from his frequent appearances before con 
ferences and annual meetings of Controllers Institute 

The much-abused Post Office should benefit from this dis 
passionate survey and businessmen generally will be reas 
sured because of the NICB label on the study 


Factors Behind Productivity 

What ts the main factor behind the continually increasing 
productivity of American industry? 

According to the Council for Technological Advance 
ment, which has recently conducted a study of factors in 
volved in the measurement of productivity, the answer ts 
Technology 

The ethciency of all factors of production, not merely 
labor efficiency, makes up productivity. These other factors 
include the degree of mechanization, the utilization of plant 
facilities and technical processes, and the changing levels of 
managerial effectiveness. 

We believe we 
as including the growing role of the control 


are correct in interpreting “managerial 
effectiveness 
ler and the appreciation by top management of the control 
ler’s contribution in the area of Management planning and 


control 


Recommended Reading 

Just the other day we reread for the second time-—and en 
joyed it just as much as we had anticipated, after reading it 
the first time 
Fortune by John L 
Harvester Company. It carried the headline, “What ¢ orpora 
tion Presidents Think About at Night, 


spe ech deliver d some months ayo be forca group of busine SS 


the article in the September 1953 issue of 
McCaffrey, president of International 


and ts based on a 


executives completing the University of Chicago's Two-Year 
Executive Program 

We can only say that we wish this statement by Mr. Mc 
Catfrey (who appeared in our pages in the September 1949 
issue with an article entitled “What Are We FOR?) could 
But that 


it 1s Fortune's for 


have come to our attention before Fortune saw it 
we presume, ts Our misfortune, Cven as 
tun¢ 

It's worth the effort, in 


fact, to dig back in the files to find Vortuane for Se ptember 


We recommend it to our readers 


1953 Paut HAAS! 
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INTRODUCING THE (open keyboard) 


Here's the newest 10-key adding machine with a unique 

keyboard that adds faster than any other.* Its new features, 
especially its fool-proof keyboard and extra capacity, 

add up to more machine for the money.* Why not try it for a week 
in your office at our expense? 


* Ask your Monroe salesman 
or dealer to prove it today. 
MON ROE CALCULATING, ADDING & ACCOUNTING MACHINES 


MONROE CALCULATING MACHINE COMPANY, INC., General Offices, Orange, W. J. 





TRENDS IN 


Executive Compensation 


Ray Hawes 


mou 
bility 


id 


UDDIEN 


1 
1 
t1on uy n dollars 


taxes and inflation it has by 
in Valu 

Phi ; 

r for some detailed cxamination. B 
cause Of professional dutics, controller 
ire doubtless more familiar than most po 
pl with the bite that taxes take out of 
carnings lo d le sscr extent they know th 
effects of inflation. Were they not prof 
sionally aware of these effects, ther per 
sonal experiences and the condition of 
their bank accounts would tell the story 
Even so, it is desirable to | oimt out the de 
gree of the changes that have taken place 

For cxample, a $50,000 annual salary 
paid in 1940 produced $35,000 in tak 
home pay after taxes In 1952, it took 
salary of approximately $70,000 to pro 
duce $35,000 after taxes. At first glance, 
this docs not seem so bad, as executive sal 
irics for the same job are higher now than 
in 1940 to about that extent. But today’s 
$35,000 ts not the same as it was in 1940 
It is more nearly equivalent to $18,000 in 
1940 dollars, with the result that the same 
job now pays roughly half the incom 
Mmcasure d in goods ind SCTVIC 

Looking at it from another angle, a 
1940 salary of $25,000 left $22.000 for 
the executive after taxes. To match this 
in buying power in the pres nt situation 
alls for the same job to be pege d at the 
$100,000 level. An almost « 

r of case historics could be 

loy support of thes 

| t of thi 

t article in rion 
ition of the Am« 
ration. In this 
hourly work 


CaXCS has 


lusion 
illow ( SCS O idividual tt I | \’ come ison b fweon 
labor OMpcnsdtion ind 
pensation. Chicf among thi 
vr. portance of a full understanding by 
philosophy las | wal holders. labor and tl public of what 1 
Even the eff ; inflaty ha happening to executive Compensation for 
been offset Phi Non 1 ! a continuation of the downward trend 
growth ind his most { wen pa promises CcOnsequcn s to our 
tion with take hom« | ij th rising and to out whol conomy that 
of living, fringe benefits and lik pl isant to contemy bate 
iS largely responsible. On th r hat Enlarging on this, only 
is little, 1f any, evidence ind percentage of our population 
for the coms nsatio ul ] UIP pr | ind endows 
ve these basic consideratios . position If w 
rob] ms Of executis 0 I torts of the men from 


been 
That th 


RAY HAWES, a graduate engineer, University of Wash 
ington, has devoted most of his career to manufacturing 
and commercial operations. He has been salesman, sales re 
search manager, sales manager, treasurer, chief engineer 
gene ral manager, president and Board chairman at various 
times, as well as a director of several companies Overlying 
this operating experience has been 25 years in consulting 
management as vice president of Barrington Associates, Inc 
New York. This paper was presented by Mr. Hawes before 


a meeting of the Syracuse Control of Controllers Institute 
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Low CXCK 


utive-t 


ifa tro} hii 


not climinate the exe yj 
tral toy executive personnel is 
mip but such incomes do not 
meoentive for these men to 
tbilitics in the w ty ind to the ex 
beneficial to our 


Because the problems of exe: 


national cconomy 


pon ation have been created by 
law most of the actual and 
have been in the ni 
All were legal reward 
some of them lasted only until thr tax 
could be Witness the recent d 
mise of the 1 idence 
looy hole. Others have been legal and wall 
probably romain so 

With this insight into the problems of 


COMIpPCns 


olutions natut 


mizing taxcs 


Alli nde d 


’-month-forcryn-re 


ition, we nm now cx 


methods of 


cxccutive 


amine trends in the olving 


them 


SALARY ADJUSTMENTS 
While it does not fall in the 


of reducing taxcs, the 


catcevory 
salary Wie TCASC has 
improving th 


been a universal step ain 


exccutive’s income position. However, as 
figures piven earlict 
salary Me TCAases would have to be cnof 


both and 


inflation. No ordinary company has been 


can be seen from the 


mous to compensate for taxes 
willing to assume that amount of fixed ex 
pose 


PENSIONS 


In addition to salaries, most Companics 
have added some form of supplementary 
compensation, The most common ts pen 
sions. About 6067 of corporations have 
pension plans and this percentage is in 
creasing. The larger the corporation, the 
more likely it 1s to have a pension plan 


One marked trend in this connection 1: 


TITANIC 
INDUSTRIES 


INC. 


[MASTER SwitcH] 


r= 





hss &, BN 


KEATE 


amount of the pen 
Some of the 


toward increasing the 
ion payable to executives 


irlicr pension plans that provided only 
} | 


} 
nominal retirement pay in relation to sal 
I 


iry af cing revised to give the executive 


( 


from 35% to 50°? of his salary as a pen 


1On 


CASH BONUSES 


Next to | ensions, this 1s the most popu 
lar method of providing additional com 


cnsation Approximately SO% of cor 


ae ations have such plans and here again 
there 1s a continuing growth in the num 
ber of such plans. While such plans gen 
erally fail to provide any tax advantages 
they do permit the payment of higher cash 
mcomes than a corporation would be will 
ing to guarantee on a straight-salary basis 

In some cases, this extra Compensation 
is distributed annually in cash; in some 
cases partly in cash and partly in-stock; 
and in some cases partly in cash spread 
over the next few years. This latter method 
has the advantage of leveling out income 
year and hence leveling 


from year to 


taxes 
These 
pensation 
are all widely applicd and are growing 
They are not only being 
is being 
and 


three methods of executive com 


salaries, pe nsions and bonus« S 


m Importance 
talked about, but 
done about them 
they have proven their practicability. 

In addition to thes proven methods, 


considerabl 
They are not new 


number of others which are 
They 


have been tried in relatively few cases 


there are a 


mostly in the conversation stage 


sometimes without much success. Because 
newness, the extent of the con 
them 


they 


of their 
the need for 
treated at 


and 
will be 


versation about 


other methods, 


yreater length 
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“I'm sorry if the noise did make it impossible for you to hear 
what kind of a dress she’s wearing to the company ball, Miss 
Hill, but we'd rather you didn’t shut down the entire plant!” 
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STOCK OPTION PLANS 

Unider such a | lan the executive ts piven 
an Option to buy at some future time a 
specified number of shares. The price ts 
usually no lower than 95¢¢ of the market 
price at the time the 
the stock increases 1n market price, the op 


option is given. If 
tion holder can exercise his option and 
sell the stock at a } rofit. This profit will be 
subject to a capital gains tax, not income 
tax. If the stock goes down, nothing gen 
erally happens 

Since stock prices are frequently influ 
enced by factors that have nothing to do 
with the etficien y of company operations, 
a plan of this kind may be of little value 
from an incentive standpoint, and runs the 
harming moral 


risk of actually under 


some circumstances 

While there has been widespread in- 
terest in stock option plans in recent years, 
the percentage of corporations that have 
adopted them is small, probably under 
15. Obviously, stock option plans ar 
successful as compensation only where 
stock prices are imMcreasing and, except in 
unusual corporate situations, the nearer 
we come to the end of a bull market, the 
less desirable do they become. It ts for 
others to say just how close we are to such 
a limiting situation 

Another problem in connection with 
stock option plans ts the financing required 
to exercise the option. Stock must be held 
for six months to make it eligible for 
capital gains tax and this is sometimes 


difficult for the executive to arrange 


STOCK PURCHASE PLANS 


Like the stock option plan, the success 
of any stock purchase plan is based on in 
creasing stock prices. However, declining 
stock prices are more of a risk in this case, 
for the executive has made a cash invest 
ment. He may lose as well as win. There 
are no indications that stock purchase 
plans are increasing in popularity. To the 
contrary, they will be even less populas 
after we pass out of a bull market. Prob 
ably less than 10 of corporations hav« 


any such plans 


DEFERRED SALARY PLANS 
These are similar in most respects to pen 
sion plans, except they are free from re 
strictions as to the amount of retirement 
pay. Also they require an individual con 
tract with each executive, specifying the 
services he ts to perform and other con 
ditions he must satisfy during the period 
he receives such compensation, The most 
common stipulation is that he act as a con 
sultant and refrain from any activity in 
competition with his employer 

Such plans are of particular interest to 
companies without pension plans, or with 
inade quate pe nsions, OF IN Cases why re the 
services of the executive following retire 
ment are really valuable. The Burcau of 
Internal Revenue has been critical of many 
534) 
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The Operations Letter 
As the Controller’s Medium of Expression 


Paul L. Smith 


org AFTER THE TURN of the pres 
ent century, it became apparent that 
modern business was com 
plexity which made imperative for most 
ompanics the addition of a new member 
of the That member 
was, of controller (or comp 
troller). The increasing pressure of com 


petition necessitated some means of sep 


assuming a 


management team 


course, the 


arating from the maze of mounting fig 
ures those weak operational arcas which 
called for management's concentration 

It was also found that balance sheet and 
profit and loss statement by themselves 
give rise to questions which demanded 
further explanation of the accounting 
treatment given such debatable issues as 
depreciation, renegotiation, provision for 
federal and local taxes, inventory valua 
tion, possible losses on receivables, con 
tingent liabilities and investments. Thus 
although he has been delegated many 
other responsibilities, there are two func 


contribution of 


tions which are the prime 


the controller te the management of a 


mod m busine ss These Are 


Interpreting the operational results and 
financial status of the Company 

> Measuring actual performance against 
the predetermined blueprint or budget 


In accomplishing these objectives, the 
controller has had two primary media of 
expression. Firstly, he could discuss. the 
periods results with his coll agucs Vv 
bally Obviously, this left no permanent 
record and often resulted in misunder 
standing, Misquoting and later arguments 
Secondly, he could issue a series of statisti 
il reports on various phases of his stat 
ments with footnotes and asterisked ex 
planations. This type of presentation usu 
ly confused top management by the 
weight of detail and lack of continuity and 
was thus often skimmed over superficially 

Cons que ntly, to IMprove the 1m} Ortant 
ficld of Communications a new manner of 
presenting this information to toy 

it has been developed 
This one 


as Operauions letter. document 


entire busi 


Str SSing 


gives a bird's-eye view of the 


ness for the accounting period 


profit and loss results, it nevertheless com 


ments on significant balance she 
As a pe 


rmanent record, tt 
provides a reference to all phases of 


addition 
business history, including such items nv 
readily available elsewhere as etfect of ma 
terial price changes on over-all costs, date 
and effect on margin of major s Hing pr 

dates and amounts of gen 

effect of 


trons on sales and orde rs received 


revisions, 
Wave mcreascs unusual it 
and rea 
sons for adding or dropping sales lin 

No better d scription of an ope 
letter given than to 
sent a sample. Accordingly 
such a letter of the ty pr devi loped for use 
in The Acme Shear Company. All figus 


and situations have, of course, been syn 


rations 
can be actually pore 


following 1S 


thetically deve loped and do not re | resent 
actual results for any period. Attempt has 
been made to point up what are considered 
several important aspects of the letter, as 
tollows 
1. Statements should be 
biased 
Where 


idd value to the pr 


factual and un 


ist would 
the re 


id hould by 


in Opinion of fore 
cntatron 
sponsible division h 
consulted and quoted 
Strong use 1s made of the budyet and 
CX} lanations given of variations of 
actual budgeted 
that 1s, management by exe ption 

Although addre ss d to the } ' dent 
ll other officers and members of the 


Board of Directors are 


results from. those 


PIVEN COP! 


follow 
Ac ie 


any 


As an atid to understanding the 
ing letter, a few comments on The 
Shear Company are in order. For 
years the world’s largest manufacturer of 
consumer-type scissors and shears, it num 
bers several hundred items in its sales line 


Bast cold forved stecl 


hot forged steel and cast tron. Its manu 


materials used are 


facturing processes include a foundry 


heavy and light pre , erind 


drilling 


assembling and packing operations. A 


for LC shoy 


ing, butting, branding 


plating, 
standard cost system is used in valuing in 


put and output of all inventories, with 
1 irly all direct-labor workers pard On a 
prec work basis. An annual direct-labor 
and CX Penst budyet 1s prepared for all 
dey irtments, which ts used to | lan opera 


tions and gauge performance for the year 


May 15, 1953 


SuByECT: APRII OPERATIONS 


Mr. H. C. WHEELER 
PRESIDENT 


THE ACME SHEAR COMPANY 


Net sales billed for Ay ril amounted to 
$400,000 and resulted in a net profit after 
taxes of $14,400, A bricf summary of 
April results comy ared with March, Yeas 
to Date and Budyet 1953 1s shown in Ex 


} 


/ yi | 


PAUL L. SMITH, after graduation from Yale, started his 
career with General Electric Company, Bridgeport, Conn., 
in 1940, where he progressed from various accounting and 
statistical assignments to supervisor of accounting, Con 


duit Products Department 


In 1949, he transferred to the 


Comptroller's Staff of General Electric, Schenectady, N. Y., 
where he served as traveling auditor. Since April 1951 he 
has been comptroller of the Acme Shear Company, Bridge 
port, Conn. He is a member of Controllers Institute of Amer 
ica and is a director of the Bridgeport Control, 1953-4 
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EXHIBIT 1 APRIL RESULTS 
APRIL 1953 MARCH 1953 YEAR TO DATE 
BUDGET 
AMOUNT % NSB AMOUNT Y NSB AMOUNT % NSB 1953 


Net Sales Billed $400,000 100.0% $350,000 100.0% $1,600,000 100.0% 100.0% 
Cost of Sales 310,000 Be oe 280,000 80.0 1,248,000 78.0 76.0 


Gross Profit on Sales 90,000 22.5 70,000 20.0 352,000 22.0 24.0 
Comm'l. & Adm. Expense 48,000 12.0 46,900 13:4 208,000 13.0 12.0 


Net Profit from Operations 42,000 10.5 23,100 6.6 144,000 9.0 12.0 
Other Income & Deductions 7,600 Ly 7,000 2.0 30,400 1.9 2.0 
Net Profit Before Taxes 34,400 8.6 16,100 4.6 fe 10.0 
Federal and State Taxes 20,000 oo 38,400 2.4 59,200 of 6.0 


Net Profit After Taxes 14,400 6% $ 7,700 2.2% $ 54,400 3.4% 4.0% 





EXHIBIT 2 DETAILS OF NET SALES BILLED AND GROSS 


PROFIT ON SALES BY PRODUCT CLASS 


COST OF SALES 


$. % 
NET TD PROFIT STANDARD SCRAP & 

PRODUCT SALES COST AT cost INVENTORY SHIPPING OTHER 

CLASS BILLED SHIPMENTS STD VARIANCES RESERVE EXPENSE COSTS 


APRIL 1953 


Cast 120,000 $ 83,640 $ 1,660 $ 3,190 $ 1,800 $ 28,910 
Coid Forged Steel 160,000 113,440 } 1,350 3,510 2,400 ; 38,120 
Hot Forged-U.S. 5,000 4,000 . 850 70 100 
Hot Forged-Sweden 9,000 6,480 —O— 140 2,310 
Pinking Shears 50,000 30,160 3,830 , 750 10,180 
Purchased Goods 9,000 6,930 ; —O— 130 1,850 
Castings 37,000 27,750 150 ‘ 560 7,130 
Defense-Forged 10,000 7,600 ; - 160 150 1,600 


Total 400,000 $ 280,000 $ 8,000 $13,000 $ 6,000 $ 90,000 


MARCH 1953 


Cast 116,000 86,880 $ 640 $ 3,480 $ 2,050 j $ 21,150 
Cold Forged Steel 132,000 96,040 710 2,890 2,360 ; 27,540 
Hot Forged-U.S. 6,000 4,810 i 1,110 110 290* 
Hot Forged-Sweden 8,000 5,740 : —0— 150 2,040 
Pinking Shears 42,000 26,460 ; 640 ; 750 ; 11,100 
Purchased Goods 11,000 8,470 ; —0— 200 2,220 
Castings 23,000 17,300 200 450 4,400 
Defense-Forged 12,000 9,100 100 230 1,840 


Total 350,000 $ 254,800 $ 3,000 $9,800 $ 6,300 ; $ 70,000 


YEAR TO DATE 


Cast 450,000 $ 326,250 $ 5,900 $12,550 $ 7,100 ? $ 94,600 21.0% 
Cold Forged Steel 620,000 448,880 ; 9,730 12,970 9,640 F 133,940 21.6 
Hot Forged-U.S. 24,000 19,220 . 4,270 960 370 890° “Ie 
Hot Forged-Sweden 33,000 23,690 ; —0— 240 500 8540 25.9 
Pinking Shears 240,000 145,920 ; 6,320 9,710 3,700 : 71,910 29.9 
Purchased Goods 45,000 34,650 —O— 350 680 9,270 20.6 
Castings 102,000 76,190 150 3,810 1,600 20,010 19.6 
Defense-Forged 86,000 65,270 630 3,910 1,310 14,620 17.0 


Total $1,600,000 $1,140,070 $27,000 $44,500 $24,900 $11,530 $352,000 22.0% 
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tems, commented uy in the February 
EXHIBIT 3 A SUMMARY OF STANDARD COST VARIANCES BY DIVISION Operations letter ; psec through 
hanges in the method of assembly 

April standard profit was ilso 1.0 pet 


FAVORABLE , 
; oints higher than budgeted 


IFA RA irc | 
DIVISION APRIL 1953 MARCH 1953 pr rformance was du t Cold 


St cost reductions and propor 


Cast Iron $2 230 $1 4¢ orged | 

Cold Forged Steel ] A‘ Cron ale! ers s volume of the lowe: 
9 Margi urchased rods d Defens 

Hot Forged / f : ¢ 1s and 

Foundry 

Pinking Shear 

Maintenance 

Tool Room wate a6 " 

Material Price ney ee , eis - | with $3 pow ee 

| MOOT 4 
Total Standard Cost Variances . | é; 





profit ratio at standard n 
ost Although nct } ronit b for 
s | f per ntage points below tha 
| 1, unfavorable overhead varian 
was 2.1¢¢ of net sales billed and was 
the primary iuse of fatlur to 
budgeted profit this year 
d AAV: j / ) ) ul 
Net SALES BILLED AND 0) of net sales bill 1 the Foundry Divisior 
GROSS PROFIT ON SALI wit ' t ficant ost Was accomplish 
grade of 


G) profit o7 les Of 22.5% 1n April ( 
chased, wh 


repre sented an improvement of 2.5. per 

centage points Over March and 0.5 per | proportion ol 

centage points Over year to date. However from absence of sales in Apt t] i Ibs.) to pig iron 

this was still 1.5 percentage points under _ profitabl 190 line. Discontinuance of th the melt. Quality « 

budget, due primarily to overhead vari line and substitution of the profitabl 17° be unchanged 

ances and heavy scrap losses recommended in November 19 A Direct labor variance was an untavora 
Hot Forged scissors made in United — fully accomplished by final clearance ble $370. Other Cast Department incurred 

States again produced a gross loss on sales inventories in March. In addition, costs $230 of this sum. Substitution of a lowes 


As discussed in report sent you undet sep several low margin Cold Forged Steel priced screw for the kitchen shear by the 





EXHIBIT 4 DETAILS OF STANDARD COST VARIANCES FOR APRIL 
FAVORABLE 


MATERIAL MATERIAL DIRECT OVER UNFA RABLE 
DEPARTMENT USAGE PRICE LABOR HEAD TOTAL 


123 Nickel Plate $ 60 $ 20° 
128 Japan 
130 Inspect & Pack 140 
136 Grind 
140 Buff 
145 Wash 
150 Other Cast 
218 Heat Treat 
250 Other Cold Forged Steel 
350 Foundry 
451 Forge Shop 
452 Other Forged 
650 Pinking Shear 
956 Maintenance 
957 Tool Room 
Material Price 240 


Total $240 
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EXHIBIT 5 


DEPARTMENT 


Grind 
Buff 
Other Cast 


OVERHEAD VARIANCE 


EXPENSE ITEM 


Jigs, Fixtures 
Shop Supplies 


Overtime Premium 


UNFAVORABLE 
VARIANCE 


$ 203 (A) 


236 (B) 
268 (C) 


437 (D) 
428 (E) 
S76 (FE) 
307 (G) 
240 (H) 
603 (1) 
2,528 (J) 
1,760 (L) 


Non-Standard Operations 
Shop Supplies 

Maint. & Repair Dies 
Apprentice Loss 

Sand Mullers 

Fixed Expenses 

Rework 

Fixed Expenses 


Other Cold Forged Steel 


Foundry 
Other Forged 
Pinking Shear 


$7,588 
After March reduction in output to match 
| 


budget, sand muller hired temporarily in Jan 


vary was not laid off as scheduled 
Underliquidatio 


taxes, et due to low direct labor 


r of depreciation 


Due to engineering changes « 


jer Production sectior 





DETAILS OF SCRAP CHARGES 
ACTUAL 


EXHIBIT 6 


Purchasing Department has reduced efh- 
cicncy of assembly Operators to a de grec 
that 
over-standard average rate during April 
With a cost reduction of only $120 on the 
quantity of screws used versus the $230 
loss in direct-labor payments, it would ap 
pear advisable to resume purchase from 


BUDGETED 
CHARGES RATE OF OUTPUT RATE OF OUTPUT 


$ 2,350 3.0% 3.0% 
2,380 1.8 2.0 
120 2.4 4.0 
3,910 oF 5.0 
1,080 39 4.0 
360 5.0 5.0 


PRODUCT CLASS 


Cast 

Cold Forged Steel 
Hot Forged—U.S. 
Pinking Shears 
Castings 
Defense-Forged 


necessitated wage payments on an 


our prior supplicr 


SCRAP AND INVENTORY RESERVI 


Total $10,200 


Reserve for inventory deficits amounted 
to $11,400 at April 25. 

Scrap charges during April totalled 
$10,200 





COMMERCIAL AND ADMINISTRATIVE EXPENSES 


APRIL MARCH 
(19 DAYS (20 DAYS) 


$ 7,600 $ 8,000 


EXHIBIT 7 


BUDGET APRIL Details are shown in Ex/ hit 6 


(19 DAYS 
$ 7,600 


Pinking shear scrap was 9.90 of output 

Advertising and Promotion During 
Selling 

Commissions 

Salesmen 

Supervision 

Clerical 

Traveling & Entertaining 

Provision For Salesmen’‘s Bonus 

Samples 

Provision For Vacations & Holidays 

Telephone and Telegraph 

Other 
Administrative 

Clerical 

Supervision 

Tabulating Machine Rentals 

Supplies 

Depreciation 

Traveling & Entertaining 

Provision For Vacations & Holidays 

Parcel Post 

Other 


compared with 5.0¢¢ budgeted 
recent engineering changes, it was found 


8,430 
4,010 
2,040 
1,930 
2,560 

620 
1,510 

400 

640 
1,230 


7,560 
4,010 
2,150 
2,040 
1,330 
580 
760 
430 
890 
1,370 


9,440 
4,920 
2,180 
2,070 
1,640 
1,000 

800 

600 

900 
1,620 


that a substantial portion of shears mad 
by previous me thods could not be success 
fully reworked and were thus scrapped 
For this same reason, it ts expected that 
May scrap rate will also be high, although 
final disposition of all old stocks should 
be completed in May. 


COMMERCIAL ADMINISTRATIVI 


EXPENSI 


AND 


Commercaal and administrative ex 
penses for April were $48,000 compared 
with $46,900 for March and $50,660 
budgeted. Details are shown in Ex/ shit 7 

Only two items of expense were signifi 
cantly higher than budget. Traveling and 
entertaining expense of the Sales Depart 
ment was $2,560 compared with $1,640 
budgeted. Included in April expense was 
$1,240 for the Sales Manager's annual trip 
to the West Coast. Samples expense was 


$710 in excess of budget due to $780 cost 


8,070 
3,570 
740 
1,030 
670 
800 
610 
499 
1,910 


7,640 
3,420 
740 
900 
670 
700 
580 
430 
1,950 


7,960 
3,610 
740 
1,140 
710 
930 
600 
560 
1,530 
$50,660 
12.2% 


$46,900 
13.4% 


TOTAL 


of samples given salesmen of the new S84 


Ratio To Net Sales Billed 12.0% 


line 
Commissions and Provision for Sales 
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Basic Requirements 
for Effective 
Business Administration 


Financial statements and operating reports are 
your most effective tools for company admin- 
istration. It is urgent that they be available to 
you quickly and in any sequence necessary. 


One of the principal reasons for using IBM 
Accounting to answer this urgent need is the 


unique characteristic that permits preparation 

of the reports first... posting of the ledgers 

later, during off-peak operations. Other ad- 
vantages: 

1. Fast arrangement and summarization of basic 
accounting data give you fast report prepara- 
t10Nn. 

Reports are prepared in the order in which 
you need them. 

Automatic calculation of ratios and percent 
ages for efficiency comparisons simplifies ex 
pense control. 

Machines facilitate control by providing you 
with current and accumulative figures and 
variations from budgets. 

Audits are simplified by reference on final 
reports to original source documents. 

For a copy of our booklet, “General Ledger 

Accounting and Financial Control,” which 

provides the detail behind these and other 

advantages, write Dept. CN-3 


IBM | Apeousilitf 


INTERNATIONAL BUSINESS MACHINES 
590 Madison Avenue, New York 22, N. Y 














CASE STUDY IN AUDITING PROCEDURE: 


Unrecorded Liabilities 
In Real Estate and Other Transactions 


Andor Beretvas 


HE PROBLEM of unrecorded DESCRIPTION OF BUSINESS 
hould have much clos nm i This ca tudy was made in cont 


lany cases than it has been given a vith th inization of a large 
t. Auditing 
iuditor to rutinize vouchers considered unsatisfactory 


the balanc t da ind all u : , ystem included mor 


ittcered throu 


Harmony 


reor 


] 1] 
Manuals PCNCTALY 


ounting recordas 
This 1 

than one hun 
h th 


ite ystcm whos i 


| vou h ! ist vn i if ‘ ite unit i 
| t. It will be called 


tations where requit nade te 


idjustment 
ymbolize the purposs 
the opmion of this author that tl | cebatind somets cali 
rion ral nization agreed as their tinal goal. The 
should will be known as William Brown 
tran Before the date of the reorganization 
had filed 
| 1 on a summary of profit and loss 
Phis 1 itements prepared for cach unit by the 
ontingent manaver or real estate agent 


Phes 


ind used without proper verification and 


ot roller ith hy dit 
iuditiiy function 


1 
UpPcCcrvisiol m all ictiOl 


l 
«quisition of property and in recording on } ystem 
he books all pertinent fact | 


ailabl 


mcome tax returns 


with ¢ 


the property wher 


irticularly tru 


| with respect to in most Cases 
lhabslities such a 


data were collected 


dy count d nores aca h basis 


federal tax hiens and the 


vuaran on 
tees, lawsuits 
like iudit. Balance sheets were not prepared 

Thi cast 


ome of the 


Some of the prope rtics were owned indi 
vidually by William Brown and some by 
Orpot itions whose sto k Was owned by 


study discussed her present 
difficulties and problem 
which arise in accounting when a number 
him. The income of incorporated units was 
idded to that of units individually owned 
A centralized, coordinated administration 
was needed to settle existing proble ms 


At this state of confusion an independent 


Of property units are held. It also cov 
sheet he sic ; 


thy property accounts and the deve loy ment 


other items in the balanc 
ota sound accounting background in the 
business records of an operation in which 
previously a very loose cash system of a wcountant was engaged with instructions 


dwells 


particularly on the method and use of con 


counting had been employed. It to prepare on an accrual basis the tirst con 
olidated 


iring in mind that Operations in the past 


balance sheet for this system 


firmations and follows with the recom hy 


mendation of development of more posi were measured only by profit and loss 
In doing so he was not to re ly 


his lack of ad 


tive Confirmation as set out in the conch statements 


ion Of this article on client's assistance, since 


ANDOR BERETVAS is controller, secretary and treasurer 
of Hickory Hotel Co., Inc., Chicago, Ill. Before joining this 
company, he was internal auditor at General Finance Cor- 
poration and previously a senior staff member of Peat, Mar- 
wick, Mitchell and Co. He received his graduate training 
in business administration and economics at the University 
of World Economics at Vienna, Austria, and at the Univer- 
sity of Southern California, Los Angeles. He is a member of 
the National Association of Cost Accountants, American Ac 
counting Association and American Economic Association 
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ministrative knowledge would add little to 


the success of the program 


I 
PRELIMINARY AUDIT PROGRAM 

The first stey 
ivailable 
An outline of 


set out below 


was to gather the most 
r idily 
balance she t 


vraim 1s 


data ne ded to compile { 


that prelimi 


! 


or obtain the following 


List of available accounting records 
ind not th 


Chart 


twecon the 


sources Of entries 


showing th relations be 


various units, together 


with the nature and the capitaliza 
tion of cach 

3. All legal documents and ap} 
data for cach property List all bills 
of sale, deeds, quit Claims, warranty 


deeds, abstracts, title fuaranty poli 


yraisal 


and data on le ases 
i. Charters (certificates of 
tion and by-laws) and minutes of 


CICS 
Incorpora 


incorporated units. 
5. Annual franchise reports. 
6. Copies of public authority demands 
Tax data 
a. Copies of federal and state in 
come tax returns 
Sales tax returns. 
Social security and state unem 
ployment tax reports 
d. Real estate and personal proj 
crty tax receipts and assessment 
papers 
8. Insurance data 
a. List insurance policy coverage 
noting prepaid premiums, ck 
posits 
Note 
dorsements and insurable asscts 
Mak« 


with claims and fidelity bonds 


co-insurance clauses, en 


Inquirics in connection 
| Inspect life insurance policies 

9. Receipts for utility di posits 

10. Comment on gathering, 


ind filing data 


recording 


ASSETS FIRST 


A preliminary search to discover the un 
contingent liabilities was 
same time that the assct 
sheet was being COI 


and 
it the 


! 
balance 


recorded 
onduc t¢ d 


side of the 





structed. The following di scription illus 


trates the method used 


Cas) nl ik if thi p of cash 


MOKS Maintain 


By communica 
of the a 


Through the us 


Maine 


the major por 


collateral to 


rning 


Was If 
evidence of not 


Rental income wa 


Vating current und 
Corr 
An affirmative t 

quest method for confirming outstanding 
cut-off date was used 


non 


venu spond noe with 


tenants was scrutinized 
balances as of the 
Vacancies and doubtful accounts were in 
vestigated, Exhibit A form was sent to all 
managers 
Inventorze 
tained Supplies such as coal, stocks of 


checked A fr 


made of suy | lies received and a judgment 


Inventory sheets were ob 


sOaps cte were ord Was 
of the reasonableness of inventory records 
Was based on a fe ord ot requisitions and 
purchases prepared by listing and checking 
disbursements dating back over a r 


ason 
ibli ps riod 

Advances and Deposit 
proc C durt Was US¢ d to check advances and 
advances to others. Similar procedure was 
used to check dé posits on leases, rents and 
utilities. By correspondence with utility 
that 
against 


Confirmation 


companies, it was discovered some 


utility bills had charged 
deposits. In a similar way it was ascer 
had 
been used up to pay expenses. The form 
letter use d to che k utility de | Osits IS } re 

sented in Exhibit B 
Fixed Asset A list of 
lease hold holdings Was } rr 
formation taken from the li 
of improvements Vv checked. A 
stablished. The 


ind sales 


been 


tained that rents received in advance 


perty and 


ared using 1n 


} ro 


ral papers a 


xtent 
basis for d 
fact 


1ation Was ¢ 
ibout idditions 


Appraisal } i} 


141n 


ss ntial 
rs Wwcre 


Nan 


nt ipitaliza 
Confirmation 


ud premiums ani 


\ poli ies on fil Th 


EXHIBIT A 


NAME OF PROPERTY 


CIT} 


STATI 


REFERENCI 


Year-end closing information 


In case vou have a lease with the tenant, kindly give us the tol 


lowing data 


DATE OF PRESENT LEASI 


PERM OF PRESENT LEASI 


RATE OF RENTAL 


UNPAID BALANCI 


(a) Rental (regular) 


DUE US AT 


(b) Rental (supplementary-percentage basis) 


(c) Services 


DO YOU HAVE THI ON HAND? 


EXHIBIT B 


LEASI 


Re 


Gentlemen 


For audit’ purposes, will you please advise whether there is a 
deposit with your company for the property listed above, and if 
so, the receipt number, the amount of the deposit, and the 


amount of mterest that has accrued to date 


Yours very truly, 


HARMONY COMPANY 
W Brent 
Encl. Stamped Envelope 


EXHIBIT ¢ 


fddres 


Gentlemen: 
Re: / propeit 


and location) 


We have been requested by the U.S. Treasury Department to 
submit the balances due from William Brown or from the prop 
erties operated by him, either individually or by the corporations 
in which he had an interest 

Our records indicate that you were Carrying an account under 
Number Please due on accounts 


show the balance 


NAMI 


AMIOUNT Water L lectricity 
12/31/51 


Current 


Dtt Gaus Pelephone 


Arrears 


vour listing the amounts due in the Spree 


We would appreciate 
Please 


provided above attach additional sheets if more than 


one account. 
Vers 


truls 


HARMONY COMPANY 


Vous 


W MB:ent 
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EXHIBIT D 


Idd 


Gentlemen 
In re: it propert l location) 


We have been requested by the U.S. Freasury Department to 
submit balances in William Brown accounts, in connection with 
properties rented or operated by him, either individually or by 
corporations in which he had an interest 

The records of this corporation indicate that you were Carrying 
an account either for Mr. Brown or for properties in which he 
had an interest. 

Please show the following information: (If more than one ac 


count, please attach additional sheets.) 


NAME UNDER WHICH ACCOUNT WAS CARRIED 


ADDRESS 
ORIGINAL DATI 
rYPE OF ACCOUNT (Agency account, deposit or other as 


set, purchase of merchandise, insurance or other liability) 


Due from William Brown Due to William Brown 
12/31/51 
Your prompt answer to this inquiry would be greatly appreci 


ated. A reply envelope is enc losed. 


Very truly yours, 
HARMONY COMPANY 
W Brent 


EXHIBIT E 


Idd 
Gentlemen 


This ofhee would appreciate information relative to title 


search in connection with the following described property: 


cripl on) 


list name and location of property) 
Information desired as of Current date 


DATE AMOUNT GRANTEE 





1. Mechanic Liens: 
Rental assignments 


9 
$. Chattel mortgages 
| 


Mortgages: 
First 
Second 
Junior 
Miscellaneous Warrants 


and Liens: 


Kindly list the information on this letter and return in the 


enclosed stamped envelope. Phank you for your cooperation. 
NO ABSTRACT IS REQUIRED! 


Yours very truly, 


HARMONY COMPANY 
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as endorsements and the names of persons 
having an interest in the property 

By writing msurance agents, informa 
tion was also received about premium fi 
nancing, proof of loss statements, and 
pending claims. Boiler inspection reports 
pave pertinent data about necessary im 
provements and unpaid premiums. Missing 
public liability policies and unpaid work 
mens COMpcnsation bills led to undts 
closed judgment liabilities. Missing life 
insurance policies led to the discovery of 
pledged assets 

Other prepaid expense Licenses and 
receipts on fees were examined to deter 
mine the prepaid portion. Confirmation 
was secured from public authorities 


LIABILITIES 

After the asset side of the balance sheet 
had been worked out in this manner, the 
same confirmation technique was used to 
ascertain the liabilities. 

Accounts Payable; Managers were asked 
to submit all invoices received by them 
prior to and unpaid as of the cut-off date. 
They were required to list merchandise re 
ceived up to this date for which they did 
not have the invoices 

To establish unpaid balances due utili 
ties, Exhibit C form was used 


A common form (Ex/ihit D) was used 
to confirm both accounts receivable and 
iccounts payable 

Notes Payable: Through miscellancous 
sources it was discovered that various items 
had been purchased by different managers 
on conditional sales contracts and that 
these notes in some cases were signed by 
the managers. A listing was requested COV 
cring the details of such purchases and 
last unpaid balance 

Inquiry was sent to the Recorders of 
Decds at the county seats in which cach 
property was located. A title search was 
made by using a form letter (Exhibit E) 

After receiving the report of the Re 
corders of Deeds a letter was written to all 


partics named to find out whether 


1. Mechanic licens were still unsatisfied 

> Rental assignments were still in 
force 

3. Chattel mortgages were still pledged 


Where mortgages were indicated, pho 
tostatic Copies were obtain: d from the Re 
corders of Deeds. This was more ‘satis 
factory than trying to confirm details by 
correspondence with mortgageholders, es 
pecially regarding running mortgages 

Information about warrants and liens 
was used in gathering additional unr 
corded liabilities 

Some Recorders, who are short of help 
cannot do this work. In such cases it was 
reierred to an abstractor or attorney, who 
was willing to cooperate in performing 
the work 

A reply received from one Recorder of 


(Continued op page 540) 





Conventional Depreciation Allowances 
versus Replacement Cost 


Robert Eisner 


THE ISSUE: 
“CORRECT” MEASUREMENT OF PROFIT 


N MUCH of the last decade, American 
| business has been under some attack for, 
allegedly, exorbitantly high 
profits from the American people. Th 


attack has been documented frequently by 


sque CcZINY 


COMparisons of pr Wal and postwar cor 
porate profits data. While the details will 
of course vary from firm to firm, the gen 
eral principle may be illustrated by setting 
before the public, for example, foetal cor 
porate profits of U.S. firms (before taxes ) 
in 1939, amounting to $6.5 billion, with 
a similar total of $41.4 billion tn 1950. 
The effect of this kind of comparison ts 
not too hard to imagine. Nor does business 
management have to rely too much upon 
its imagination; dividend collectors, trade 
United States De 
fairly 


union Icaders and the 
partment of the Treasury are all 
prompt to stake out their claims to various 
In the 
case of the last named claimant, at least 
there is little doubt of ability to execute 
claims. The Collector of Internal Revenu 
is difficult to resist 

It is thus understandabl 


shares of the increased ‘profits 


that business 
spokesmen have been at some pains to 


explain,” or perhaps I should say, “ex 
plain away” the alleged increase in profits 
Their general approa h has been to ascrib 
the pape 
level on the basis of the following points 

1. Even if thes 
to be calculated 
called that the 


clined; in “real 


I profits to the changing pri 
profits ire assumed 
correctly, it must | I 

dollar has d 


terms profits such as 


value of the 


those presented above have not increased 
nearly so much as indicated. Thus, profits 
have 
salarics, or other components of the pric 


not increased much more than wages 


inflated national income 


) 


Tre ASUry-fe quire 1 


such that thes 


orrectly. Th 


Conventional or 


accounting proce dure S ar 


I 
rofits are not calculated 
| 
found in 


crror iS to be 


r accounting for the chang 
This 


firms 


Improy 
error” has 
with th 


s of inventorics 


by many 
re 1! 
ition wowan 


amount of ipital 


| 


used up | 


to kee; pace with repla 
market 


cOstS iN a rising 


I shall make 


evaluate either the 


irtt | 


charg a 


no cttort in this 
original 
level of profits or countes 


I shall 


irgument 2b 


irvuments 


ind 2a, above concern myself 


lusively with which 


been 


OmMists, ae 


id Lice | in Various LUISCS by i 
countants and business 

My reason for 
(this may 


>} CC table 


concentrating on 
prove a shocker) for 
proponents the 

fundamentally in error 
through properly it is very lik 
and the 


munity, along a path they may have reason 


its proponents business 


to reyret 
Vor here is the 
ciation allow 


those who would bas« 


ances on replacement requirements in cut 
rent dollars rather than on ort 


Even Period ATL 


THE APPEAL OF 
“REPLACEMENT COSTS 
But 


thercetore quot the following trom an 


officer of one of the very large st and most 
American 
before th 
Protits of th 
ce on the Econom 

ars azo, Enders M 

tf the Finance 
ites Steel ¢ orporation, declared 


Mportant Corporations In a 


statement Subcommittee on 
Joint Congressional Com 
Report i few 
Voorhees 


Committee of the 


chairman 


United 


VY MNdeK 


{ Pi adhla 


el} de i¢ pi 
LOW 


“Onr en 


ROBERT EISNER is assistant professor of economics at 
Northwestern University, College of Liberal Arts, Evans 


ton, Illinois. His previous academic record includes a Ph.D 


degree from Johns Hopkins University and two years on 


the faculty at the University of Illinois 


Dr. Eisner’s articles have appeared in 


A number of 


the professional 


economic journals on the subject of economic growth 


and the level of employment as well as matters related 


to depreciation allowances. He is a member of the Ameri 


can Economic Association and the Econometric Society 
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d to $76.2 million 
and the ‘replace 

amountce 

Bureau of Int 

S. Steel to d 
Added to Cover 

would 


on. But if the 
ha 1 allow | | 
1of $39.7 million 
nt Cost,”’ taxable income 
duced to $164 million and in 
; would have been faised 
Basing deprecia 
would 


We may cite 1) 1 jar Vel t ; wy ois has 
Ma hin ry ind Alli t 
( ipital Goods Revieu 


which devotes itself to 


bout $114 million! 
tion charge 


have reduc 


» Onn replacement costs 


d | pel profits before tax s by 
eer See ome 20% and would actually have raised 
after taxe $88 


$114 million! Is it any wonder that the “re 


profi Zi] i dnt 
| ublication add 


4) idllo 7 
over stare sipatign se from million to 
Thi 


mconm 


] 
The overstatement / j ] } wement cost argument has app il to 


many business spokésmen ¢ 


’ / 

from the practice Of CParping 
/ / 

Oss /] iit 


THE DELUSION 
Where 


It 1s ny ly this 


onsumed iW 
in the then is the fly in the ointment ? 


Mr. Voorhe CS like 


as a sul stl 


Many 
who urge repla¢ ment costs 
tute for conventional accounting deprecia 
not really Live musa 


He has 


1 
conventional 


tion illow inccs have 
auction 


measure of f pla ement cost. 

In line with the r rather, merely adjusted the 
the quotation above from Mr. Voorh depreciation allowances for price change 
US. Steel lists two items under “Wear and h an adjustment 


Facilitie lacement costs only if conventional cur 


isomimng mdicat 


would give us truc 


Exhaustion of It refers to on r 


and the other rent d 


is Based on Original Cost 
Replacement Cost fii 
(th bh] tin tl nvvent period. But cur 


! 


preciation charges a tually equalled 
thi ortginal cost of the assets requiring » 


as Added to Covet 
In the first 
period referred to in Me 
Orivinal Cost 

; 374 } aderal }] 


, million ( nou a tO i / } f pyri 
mM} t10on that they do rest 


ct abstraction fron 


We can mak 


months of 1948 


Voorlhe 


pyinye 
preciation charge 5 do not ft ( 


qual current rey lacement 


ment ) th 
to S66 
Covel | 


lion 


crowth 


poth 
i 


N 
WOW 


Stecl for 


ILLUSTRATIVE TABLE |: Depreciation charges versus replacement requirements, with 
out price changes (Assets lasting ten years; growth in rate of 
acquisition equals ten per year) 

2 3 4 5 

Current De 


preciation 


Assets acquired Assets acquired Assets currently 


in current year in last 10 years requiring replacement 


Assets ten years charges (one 


old; hence assets tenth of assets 


acquired ten years acquired in 


earlier last ten years 


100 
110 
120 
130 
140 
150 
160 
170 
180 
10 190 
1] 200 
12 210 
13 220 
14 230 
15 240 


145 
155 
165 
175 
185 
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Let us assume first a firm that buys $100 
worth of asscts on capital account every 
year (we are using small numbers simply 
to keep the arithmetic simple; more realis 
tic figures would not change our conclu 
Let us assume further that thes 
years and that accountants 
accordingly, charge one-tenth of the origi 


SIONS ) 


assets last ten 


nal cost of the assets to depreciation in 
ich of the ten years following their ac 
quisition. If this situation has been in exis 
tence for ten years or more there is no 
question about the result. Depreciation 
charges, which aré equal to one-tenth of 
he total original cost of the assets ac quire d 
in the past ten years, must amount to on¢ 
tenth of $1,000 or simply $100. And this 
is also the original cost of the assets re 
quiring replacement. For since assets ar 
assumed to last ten years, the assets requir 
ny replacement now are the assets ac 
quired ten years ago and since we have 
assumed that the value of assets acquired 
ich year is $100, the amount requiring r 
placement is also $100 

But now let us assume that our firm ts 
typical of the great majority of American 
firms; it ts In our simple ex 
am} le, as pre sente d in Illustrative Table / 
we can interpret that to mean that in th 
first ‘year the firm acquires $100 worth of 


isscts on capital account, in the second 


growing 


year it acquires $110 of such assets, in the 
third year it acquires $120 of assets, ete 
In this case, too, the replacement requir 
lV year equal the cost of assets 
en years carlier. Hence the r 
in the cleventh year equal 
din th 
then, are depreci 


venth year? Well 


heart of the argument 


the cost of assets 
What 
yin th cl 
we have th 


acquire 
or SLOO 
charg 
1ation charges, by the straight 
system of depreciation used by som 

90; of American firms, are equal to on 
tenth of the cost of a// of th 
quired throughout the | ist ten years. They 
not ticd only to the value or cost of the 


assets ac 


acquired during the one year ten 
revious. Thus in the hypothetical 
we have constructed, di preciation 
charges in the eleventh year, by the con 

; writing-otf of 
amount tenth of th 
total of $100 plus $110 plus $120 plus 
$130 plus $140 | lus $150 plus $160 | lus 
$180 plus $190 


ventional “‘straight-line 


original cost to one 


This equals 


S14 


$170 plus 


one-tenth of $1450, or th 


Let ust 


out hy} otheti 


amount 
ipitulate this striking finding: in 
al growing firm, whet 
t requirements equal $100 

harges of thre sam \ 
imount to $145! And as Tabi I indicat 
this excess of depreciation over 1 pla 


ik affair; it 
year 13 ind 


preciation 


is not 


a temporary fr 
duy licated in year 12 
on through all time, as long as the rate of 
Acquisition of assets 1s growing 


Th 


overed docs not depend upon the particu 


relationship we have just dis 


have chosen. It can_ be 


d On pare 


| 
lar figures Wwe 


(Continue 533) 





Robert N. Wallis, general chairman of the 22nd Annual Meeting, presiding at the opening Mon 
day luncheon at which he presented president-elect, George W. Schwarz (fifth from the right) 


Manifold Aspects of Controllership Analyzed 
at 1953 Annual Meeting of Controllers Institute 


ROAD THEMES like taxation, manag whi We for 
B ment planning ind control, the eco CO! nh 
nomic outlook nd tl itu or tl I omil I 
1 if ent t t .¢ ) v 


ris 


nt rnal iuditing, costing and pi 

CuLIVe om} nsation ind th 

ards to pi wid ontrol, w 

the industry conteren x } 
took place There wet ilso concurrent with a clean slate 
panels on Corporat Finan ny and 


Controlling Foreign Operations ) Ne rev) ( TAX CUT PROSPECT DIM 
The benefits which conventions of this 7 WW Ou loel Barlow nios 
nature hold for industry and th ountry We) law firm of Covington & 


The Honorable Sinclair Weeks I). ¢ told tho 


addressing the opening luncheon 
on “The Outlook Today” 
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iynorance over possible excess profits 


or credit, or the de preciation, amortizati 


search and di V pin 
ilo 


and re 
which would have be 


repait 
Ow! 


pens 


claimed and properly pres 


} 
Preasury 
The controller 
to $1,040,000 at the 52 per 
stead of giving up $1,640,000 
cent has in effect | roduced and sold 
handed 
$10 million of | roduct 
The controller who 
thoroughly the provisions of Section 10 


who holds 


something approaching another 


| 


by understanding 


advises how to utilize carn 
ings to beat down the imposition of th 
5 per cent penalty 
vidence and make 


working ind if) 


management 
2 VY, per cent or the 38! 
and who accumulates « 
an intelligent record of 
vestment cay ital needs to sats ly the agent 
also make Ss and »¢ Ils 


for his company 


PLANNING AND CONTROL 
Sp aking on ‘Management 
Ronello B control 
ler, Radio ¢ orporation of America, New 
York, described the 


ing a balance between accounting, budget 


and Control Lewis 


process as ichies 


ing and basic planning in support of th 


corporation's long-term net) profit) pro 


I 
ram 


Chairmen of the 16 Industry Conferences, held concurrently on 
Monday afternoon, are briefed by General Chairman Joseph 
B. Lanterman, controller of American Steel Foundries, Chicago 


18 | H i He 


In performing these three functions 
thr speaker observed, “the controllet 
be likened to an individual who lives 
thre« storey hous« 

The first storcy ts the 
ment. Here one tinds the 
kecp tab on actual performance. 


accounting depart 


score keepers who 


The second storey is the budget d part 
{ 


short-range budgets 


ment, where long- and 
are fitted 


pront 


together into a program for 


Planning 


The third storey 
formed as the re 
thinking ay 
work on 


of the 
' 
it of original and creative 


specifi proble ms. The 


COr| Oration are 


third storey consists of long seri 
of special projects or studies which lead 
to conclusions or recommendations which 
establish the basi plans of the corpora 
t10n 

Basic planning, Mr. Lewis pointed out 

the real life-blood of the 
while budgeting is. the 
through which the life-blood ts circulated 


There are six steps in corporate policy 


corporation 


vein structure 


formation,” he declared, “selection, analy 


sis, interpretation, translation, recommen 
dation and implementation. It is my belief 
that these six steps will come to be re 

yarded as the most important part of the 
controller's opportunity for service to man 
agement, and that future concepts of con 
trollership will be expanded to lay much 
greater emphasis on the performance of 
these functions than it does on other parts 


of the controller's re sponsibilities 


BUSINESS OUTLOOK 

The luncheon speaker on Tuesday was 
Murray Shields, vice president and econ 
omist, Bank of the Manhattan Company, 


Taking the long 
[he Business Outlook,” he pre 


growth and expansion 


New York 
point on 
dicted a period of 
Phe overwhelmingly important fact,” he 
said is that the United States ts still 
growth country with many important new 


and several large 


range Vicw 


imdustrics areas sure to 
CX] ind at a spectacularly rapid rate for 
many years ahead 


With population rising sharply and 


productivity spurring upward as a fe sult 


is the basic planning 
lepartment, where the long-range policies 


of technological progress, the long-term 
trend in production can easily be mort 
shar} ly upward in the future than it has 
been in the past The Number On«e plank 
in the Administration's 
platform should therefore be to create an 


antidepression 
environment in which the growth poten 
tial in our dynamic economy will over the 
long run be fully re alized 
Our would be 
pros} crous and our peopl would have a 
much higher standard of living with gov 
therefore 


business much mor 


ernment expenditures—and, 
taxes--at $30 billion or even $20 billion 
per annum than would be the case if gov 
ernment expenditures remained in the vi 
cinity of $75 billion. Some readjustments 
would be inevitable during the process of 
deflating the Government's role in_ the 
economy, but in the long run the effect 


could not help but be highly stimulativ« 


CONSTITUTION VS. COMMUNISM 

Dr. Clarence Manton, chairman of the 
U.S Intergovernmental 
Affairs and retired dean of the University 
f Notre Dame College of Law, was guest 
speaker at the Annual Banquet. He blamed 
the “complacent irresponsibility of the 
’ for the way that consti 


Commission on 


American peopl 
tutional safeguards have been liquidated 


A concert by the famous Boston Symphony “Pops” Orchestra, 
Arthur Fiedler conducting, was given for members and their 
ladies on Monday evening by their hosts, the Boston Control 


over the past 30 years ‘Tf all Americans 
were as complacent about their bank bal 
about the diminishing bal 


he said, “we would 


ince as they arc 
ance of their liberties,” 
now be in the greatest economic dé pression 
of all time 

The greatest 
government today, the speaker observed, 1s 
the encroachment of treaty law, which al 
lows a treaty between the United States 
foreign government to give Con 


menace to Constitutional 


ind a 
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gress powers which are denied to it by the 
Constitution. He advocated swift passage 
of the Bricker Amendment as the way to 
plug this hole in the wall of our consti 


tutional prot ctions 


FINANCING ASPECTS CONTROR, 
Three speakers and the moderator pr acnieve 
sentcd papers on various aspects ot cor eee? 
porate financing at the pane 1 on that 8 Sic PL 
subject, held on Wednesday morning BA 


Maynard F. Carter, comptroller and secre 
tary, Worcester Pressed Stecl Company SECOND STORY 


Worcester, presided as chairman, and Ro BUDGETING 
land A. Erickson, president, Guaranty CONTROL 
Bank & Trust Company, that city, served ACHIEVED ol 
is moderator NG ACTU. 
J. Karl I ishbach, assistant treasurer and M PORMANCE N 
expense controller, City Stores Company TO BUDGET is IMPLEMENTATIO 
5 RECOMMENDATION 


New York, spoke on “Corporate Financing STORY 
T 
- 4 TRANSLATION 


through Le As¢ backs.’ G 
Reginald W. Porter, treasurer, Van ACCOUNTIN 

Norman Company, Springficld, Massa CONTROL 3 INTERPRETATION 

chusetts, discussed “Financing the Me 2 ANALYSIS 

dium-size Corporation. 

| SELECTION 


John H. Wyllie, controller and assistant hi 
treasurer, Howard D. Johnson Company gis : FLEXIBILITY Six STEPS 
! IN CORPORATE 


Wollaston, Massachusetts, cited his com 


the : POLICY 


ATING 
eet 70 


ANS 


pany as an example of “Financing 


Closed or Family Corporation ‘ f FORMATION 


FOREIGN OPERATIONS , 
Edwin E. McConnell, controller, Nor 
ton Company, Worcester, a past presidk nt 
of the Institute presided over a concur 
rent pancl on Controlling Foretrgn O; 
erations There were six participants 
A Donald Kelso president Norton Behr 
Manning Overseas, Inc., Worcester; Wil 
liam S. Swingle, president, The National 
Foreign Trade Council New York Ralph 
M. Biney, vice president, The First Na 
tional Bank of Boston Joseph B. Lanter 
man, controller, American Stecl Foundries 
Chicago Joseph A. Waymirc, treasures 
ppc oe: Sere ee ree members Of thi In titut [ spond Ia x Th colle ie repre cnt d mi thts por 
: perts Profe sor Ross G. Walker of th tancous and unrehearsed pi ind-take of 
International Co., Chicago Harvard Graduate School of Busin Ad nformation imeluded Ihe Amos Tuck 
University Di School of Business Administration, Dart 





Edward C. Hunt, controller, Hanover Bank, New York, 
introduces Ronello B. Lewis, controller, RCA, New York (right), 


at the Tuesday morning “Management Planning and Control” session 


ministration, Harvard 

EDUCATIONAL SESSION sided, while the moderator was Christ mouth College Bentley School of A 
A novel feature of the convention was a E. Jarchow, executive vice pres lent ounting and Financ Boston College 
Company hicago Boston University; Clark University: Uni 


quiz program or clinic in which 20 colleg ternational Harvester 
rsity Of Connecticut Th Harvard 


nif 
students asked questions about financial ind a past president and formes 


Management and controllershiy and | of the board of the Institute Graduate School of Busine Administra 


The Educational Session Quiz under the supervision of Professor Walker and Moderator Jarchow on Tuesday afternoon 
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tron: University of Maine; University of 


Massachusetts Massachusetts In titut ot 
North tern Univer \ 


I hnology 


University of Rhode Island 
Th partic itiny « 
thur L. Boschen, Vick Chem 


New York; Dudley E. Brows 
Aircraft Cory Burbank, ¢ 
Eteson, State Mutual Lit 
Worcester: John E. H 
Company Detrout Cicot 
Harrison Radiator Diy 
tor Corporation Locky 
ll Hughe Mutual « 
J}. Kushell, Js 


Me Aw LO ae 


“ Lar aeraawaeoo-~ 


The Annual Banquet for members and their ladies in the ballroom of the Statler Races 


Dr. Clarence Manion, Banquet speaker 


past president and board chairman of the 
Institute—and Ralph H. Smith, The Clev 
land Electri Company 
Cleveland 


Hluminating 


COST-PRICE PROBLEMS 


Several papers on cost Price problems 
Wc! present | if Various industry Ol 


I 
ferences. Addressing the Machinery Mat 


Industry Conference, Phil | 
Donham partner in Booz, Allen & Han 
ilton, New York, advised that break 
not proved SCHSITIVE 
cific enough to be of mu 
l l 


stantial ¢ 


ufacturing 


harts hav 
ind S} 
in pricing, but that su 
ounting function Could 
mcentrating”g ON Vari il | 
red for allocating and distribut 
nts of overhead 
Ww minut 


1) 
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Tuesday evening—Edmund L. Grimes, retiring president of the Institute, presiding 


will Jet you value your inventors t di r | mit your first 


cost levels. This ts 


USE STATISTICAL APPROACH 
p 
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INS Mr 


ANNUAL WV SING 


vy 
> (|% 


Participating in the Foreign Trade Session were: (third from left) William S. Swingle, 
president, the National Foreign Trade Council, Inc., New York; (at the mike) Joseph O. 
Waymire, treasurer, Eli Lilly & Co., Indianapolis; and (far right) Edwin E. McConnell, 
controller, Norton Company, Worcester, Mass., presiding chairman 


‘ 


The Panel on ‘Corporate Financing’ included: (left to right) John H. Wyllie, Howard 


D. Johnson Co., Wollaston, Mass.; Reginald W. Porter, Van Norman Company, Spring- 


field, Mass.; J. Karl Fishbach, City Stores Company, New York; Roland A. Erickson, 
Guaranty Bank & Trust Company, Worcester, Mass.; and Maynard F. Carter, Worcester 
Pressed Steel Company, Worcester, Mass 


Members visited the exhibits in the Annual Meeting Business Show on the mezzanine 


said. “The board of directors appoints 

president and his staff--vice_ press 

dents, treasurer, and the controller. This 

taff in turm selects assistants and man 

iwers with varying degrees of responsibil 

ity These select ley irtment heads and 
t 


supervisors ind il lw Same time Dass 


} 
ilong to them some of their authority for 
j 


making decisions and maintaining con 
trols. It is a problem to determine when 
iuthority and control are be Ing properly 
xercised and when they are being abused 
by those in minor sUpErVIsOry positions 

The position of internal auditor is a 
epted by management as the means of 
issuTINL itself. that controls are not be 
ing neglected and that policies are being 
carried out. From the standpoint of man 
ivement, this type of supervision must be 
wcceptable at all levels. The right per 
sonality 1s the major requisite for an indi 
vidual supervising or verifying controls 
and records 

From management's standpoint, the 
test of a proper protective control should 


he 


Does wt contral something worth wh, 
4 
Does it help business operation 
Doe fil Mieet Prolect/te need s Ona 
Has] 
Doe HW help the company t 


Ney 


If you Can answet these que stions af 
firmatively, then your system and meth 


ods of control are on a sound basis 


PREVENTING ERRORS 

Pointing out that internal control 1s a 
tool for detecting and preventing error as 
well as fraud, William R. Phelan, con 
troller, United States Fidelity & Guaranty 
Company, Baltimor told the controllers 
of fire and casualty insurance Companies 
that internal auditing is necded to check 
transactions which do not lend themsels 
ice) adequat control. They are also need 
to survey the functioning of control tech 
NIQues 

Fach transaction,” he said, ‘should be 
I viewed and receive adequate ittcntion 
in order to tnsure that safeguards have 
been established at. all important points 
| my loyes should be instructed carcfully so 
is to understand the significance of th 
work Assiene d to them and realize the con 
sequences — of unauthorized — departures 
from prescribed procedures. Supervision 
must be alert to sce that systems and pro 
dures are followed without deviation 

Shortcomings disclosed by internal au 
{itors should hy corrected at the lowest 
level of supervision possible wcording 
to Charles J. Gh squicre, pene ral auditor 
Detroit Edison Company, Detroit. Ad 
Iressing the Public Utilities Industry Con 
ference, he said that this policy creates 
better relationships between his company’s 
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eauditors and the personnel iudited with 
vood end results 

Wi have Mie 
served whet 

tally operating 


iccOountiny 


CONTROLLERSHIP 


Trends and Techniques 


\ 1M 


vi 
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NATIONAL COMMITTEE CHAIRMEN 
CONTROLLERS INSTITUTE 
1953-1954 


J) KUSHELL, JR 
The Port of New York 
Authority 
New York 


ROBERT N. WALLIS GEORGE E. HALLETT 


ae C 
Dennison Manufacturing Co Tung-Sol Electric Inc 
Framingham, Mass RT eS er 


Pitte PLIGIBILITY 
DARD mM 


4 
RAYMOND G. LOCHIEL J B. LANTERMAN 


Capital Airlines, Ine American Steel Foundries 


Washington, D. ¢ Chicago 


COOPERATION WETH THE 
GOVERNMENT 


J Ro MULVEY A YODER 


Humble Oil & Refining Ce 


Houston 


PLACEMENT 


LISLE W. ADKINS 


Avco Manufacturing Corp 


Cincinnati 


ORY COUNCTE ON 


VL REPORTS 


G. H. HETLEY 
Harrison Radiator Div 
General Motors Corp 


Lockport, N.Y 


OTIS H. RITENOUR 
Washington Gas Light 
Company 
Washington, D. ¢ 


REGULA 


EDWIN E. McCONNELL 


Norton Company 
Worcester, Mass 


ORY COUNCIL oF 
RAL REPORT 


WILFRED GODFREY 


Keystone Custodian Funds 
Inc 


Boston 
MA 


WAYLAND S. BOWSER 


Blaw Knox Co 


Pittsburgh 


HAROLD H. SCAFF 
Ebasco Serv.ces, Inc 
New York 


GEORGE F. PLUMMER 
Dunlop Tire & Rubber 
Goods Co 
Toronto 

‘ADIAN AFEAIR 


RONELLO B. LEWIS 
Radio Corporation of 
America 
New York 

AGEMENT FI 


INTRO 


JOHN McFARLAND 


Sun OC ompany 
Philadelphia 


PANATIO 
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Advisory Council on Federal Reports 
Issues Tenth Anniversary Report 


H Al RY CO ICI 
America helped to 


Ow 


of rcasonabl 


SIMPLIFICATION OF REPORTS 


REPORT CURTAILMENT SRR a ee 


Of s 


STANDARD INDUSTRIAL 
CLASSIFICATION 
| P P 
( 
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OPEN LETTER 


THE CONTROLLER. : NOVEMBER 1953 

















This 
clidi’t look 
like a 


costly routine 








Sefore a hotel can bank the checks it Thus record was bemeg made with 
recepts frome guests, i mitist have oa pen or typewriter It chidnct look 


record of each check like a costly routine but 


Recordak Microfilmine 
proved it Was 


In less Game than it takes to copy one word by 
hand, hotels now get a photograplite ally accu 
rate and comple te record of a check fora 
fraction of a cent 

This clinitnnate the techou jobs of cle scribing 
check after check = frees cashiers for essential work 
And at ends all tran Cription errors, too Also. al 
checks are lost tm transit no worrnes: Phe film 
record will tipporl ill clams 

65 different types of business—thousands of 
concerns—now climinating costh manual rou 
tines with Reeordak Mierofilming. 

Phe chances are Recordak Microfilming ts now 
sunplifving routines which are similar to your 
doimy iomore elherent job ita fraction of your 
present cost It wall certamils pay you tor doribole 
check with a Recordak Systers Man SOMOTL 

Write for facts on the way Recordak Microfilm 
iW irnapotitte DuUsimess routines saves up to 
QO, tilin prac and mcreases protection 
all in one automatic low-cost operalu nv. Recordak 
( orporation (Subsidiary of bastrman Kodak Com 
paris) ttt Madi oti Vveriue New York Le N \ 


SRECORDEK 


(Subsidiary of Eastman Kodak Company) Recordak” ts a trade-mar 


originator of modern microfilming—and its application to accounting systems 





Corporate Director Compensation 
on Retainer Basis Is Growing 





OF OFFICER DIRECTORS 


oO third of th COOpc! 


that they do not 


i : . | Employe Publication Describes 


. | for board service (this is approximately Credit Sources Available 
Provides the last —\\|_ the same ratio that hay pre 


What the average employe should 


the remaining companies 
know about credit its sources and uses 


ene tan (OF oot! pty # fee ho oticer aieedons one ad hom 


K pe costs t 
smaller amount than to out much cach tyy = he 


borrower —Wwas spelled out in the July 


control 6 } 17 oy the board of directors tends Letter to American which is distributed 


' t te-( i ‘ d ers 
vary with th ize of the COMpPAany 0 white-collar and production workers 11 


NICB found that amone the manufactur othices and plants throughout the country 
\ Ouil { iti ‘ 1 he ‘ < 


Ce WwW ICSSALYV t ¢ 1 Ques 
a American recrospec- | In’ COPrPOrations SuUrVCy d, seven and nin Keying the n Rea cee the timely {' 
man boards occurred most frequé ntly The 


number of directors in these COMPanies 


tion of consumer credit. the arty le dis 


tive appraisals establish cussed the types of loans extended by sales 


unit property records irics from as few as three to as many as finance firms, credit unions, insurance 

: | thirty-one for a large producer of chemi 
with individual costs ' companies and savings and loan associa 
2 , ils 


Monthly board mectin”s are the rule cons Auto loans ar used by seven out ol 


ten car buyers, the article pointed out i 


pliance and furniture loans account for 


companies, commercial banks, — finan 


depreciation reserves ' 
iltthough boards of small companics often 
and provisions — | mect JU Arle rly (sood ittendance records : 
Pa ares bout 25 per cent of the borrowings, whil 
Kept up to date, they n the vast majority of corporate boards medical emergencies prompt 15 to 20 4 
mMpany Management and outsid ent of loans from personal nance 
npan nanavement an itstd z 
are the last word in I panies Vacation loans approxin 
nt of the total borrowings from su 


ki ording to th 
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CORPORATE OWNERSHIP REPRESENTED IN CALIFORNIA 
Phe Conference Board's survey reveal Horton Insurance Analysis Service 


{ 


out of every Ts CORPORATE INSURANCE ADVISERS 
KS Dstant FEE BASIS ONLY— 


714 W. Olympic Blvd., LOS ANGELES 15 


























a day 


... INCREASED TYPING PRODUCTION ? 
... BETTER OFFICE MORALE? 


If your typewriters are five years old and you intend people who type. They have many advanced features 

to keep them five years more, take a pencil and write found on no other typewriter. 

on your memo pad the following: , , 
Write or call your Royal Representative. He'll 
“Keeping my typewriter 10 years instead of five bring a new Royal to your office and show you its 

saves only a penny a day per typewriter. Question: superiorities and explain the details of the | cent a 


Is it worth it?” day story 


Frankly, no. Trade in at five years for new, really 
modern Royals and you will get more work done 
faster. Your secretaries will thank you. You'll have 
fewer service calls. You'll get cleaner, crisper, better 
looking letters, memos, and reports . . . work, in 
short, that is indicative of the pride you have in 


your own company. 


But over and above that, for the penny a day you 
spend, you get another invaluable return. This is 
pride of accomplishment, the joy typists take In 
turning out good work easily. Which, in fact, is 


another way of saying “better office morale.” 


Royals are the finest, most rugged precision writ 
ing machines ever built. They must perform better, 


because in business they are preferred 2! to 1 by 


UY STANDARD ¢ ELECTRIC © PORTABLE 
Roytype Typewriter Supplies 


CALL YOUR ROYAL REPRESENTATIVE (He's listed in the Classified T' lephone Directory) 





to the remaining 25 chapters of the book 


he author warns the reader ahc id of tim 


that th neasuring and distributing of 


\ 
OV 


rhead factors are just as Important 1 


not More important than the attention 
which is prevalently given to “direct la 
bor.” This philosophy, in the opinion of 
should be pre ihed from 

it has been and still 


item of costs as fat 

ontrol procedures are concerned 
In ¢ hay ter c¢ author brings out th 
ibsolutc necessity of developing controls 
within certain limits rather than waiting 


until everybody feels that the statistics are 


HOW TO CONTROL PRODUCTION COSTS* ompletely correct before installing con 


trols. In the opinion of your reviewer, too 


by Phil Carroll many Of our Operating pro} le wait until 

their standards are completely; developed 

ind have lost \ tluabl time by not install 

Reviewed by DONALD H. DALBECK Foreword by Bruce Wallace, tinan ing controls even when standards are only 

Treasurer Lovie pre ident of Otis Elevator Com | irtially des loped Partial 1s better than 
Reed-Prentice Corporation ; al tH} ieeainle csanek Reka nian 

Worcester, Mass ce : i kia tl nace shears e/ ; - 

i ind Mi a CHs¢ Mr Ww alla has The iuthor 


sted that thie book could well he di expert ( K pose 


\ d mto two parts st « ( sts as th ‘ ‘ 1 \ 
( irroll {iscussion Oli thie controlling of aa ee ol ilmost qual valu ” : ae} goer: conducted, u vehisiaes 


rogressively makes a very 


I 
of | fallacies” tn overhead 


This cntire volume 1 1 typical Phil 


the first chapter which deals with th larly when a uniform overhead rate ts ay 


production costs it iuthor present hard 
‘dated ‘ I ‘ » for the control of production plied iS 1S so prevalent in sO many of our 


r facts combines t nt iumMOor ) y< 
huittuoay fa mbined with a bit of he P ind (2) the other > Chapt rs which ost systems. He brings out the fact that the 


It is recommended not only to cost a ® 


i in workable detatl the means of lication of overhead through a unt 


ay 
ountants but also to mon im the manas COM lishing this control with diversttred ons rate may be correct for the average 
ment LrOuy Mice WE Pave the latter Prou| products but it 1 absolutely incorrect for all other 
i complete index as to the vital items ot In the opinion of your reviewer also, the conditions. In fact, many of his arithmets 
ost control required in deve loj my sate first chapter « ntitled “Why We Need Cost il charts, revealing these fallacies, repro 
factory profits Control” Jays the entire basi i proach duce many thought provoking errors. tt 


the development of profits as applicd te 





Various | roducts 











The next chapter or two again reve il 





the errors resulting from using wrong 
yardsticks for costs and overhead. In fact 
is he brings out in one of his charts, the 
ipplication of overhead using a uniform 
percentage rate is as silly as saying, W 
| ibsorb more overhead since we gave a 
x . a wave mcreas In the opinion of your r 
Marsu & McLeEnNAN | | 
viewcr, this is a very important point for 
INCORPORATED . 
not only cost accountants but management 
/ ’ B ; } to consider. Mr. Carroll not only points 
ber : 

MSHIPAHC PORCTS out the errors resulting from this method 
CONSULTING ACT but has some. very practical suggestions 
which could be made aday table in almost 
AVERAGI ADJUSTERS 
iny plant which has a mixture of prod 
ucts, where specif overheads are so ne 
ssary. In fact, in the opinion of the 1 
wer, one of the comments Mr. Carroll 
makes in his chapter on “Manutacturing 
Chuage New York San Francaise mneapolis Detroit Boston Los Angeles | Is Conversion could almost be used isa 
theme throughout the cntire book ind is 
Toronto Pittsburgh Seattle Vane r St. Leu Indianapolis Montreal © . : 
the author so aptly puts it, “The costing 
Oa eal teeth Podlnnd leo Atlanta Calgary Washington method used should automatically correct 
for changes in the product mix.’ He cer 
Tulsa New Orlean hoent wauker Cleveland Havana’ London “ : } : : ' 
tainly objects thoroughly to “spreading 

burden with a shovel, which is where w 





make ou; big mistakes 

The author even goes into the Pro} 
method of d veloping selling pri 
various products, which certainly 1s a | 
function of cost control, and if th 


sttions of the author are follow 











MiGran 























Vit M 
the author 
t t 


ments not only for our manufacturing 


partment but throughout the ott 
sales force as well This particular chapter 
is strongly recommended for reading by 
our Manayvyement group 

There is a very interesting chapter on 
Setting Your Expense Budvet This 
hapter again should be very interesting 
tO our Manaycement grout because tt Spr 
ifically shows how to set uy budgets based 


/ 


upon future performance rather than 
record lo quote the author Budgets 
have definite advantages in controlling ex 
penses BEFORE they are spent 

His ch ty ter on material costs also should 
be very interesting to Management. His 
philosoy hy seems to be that management 
does not fully realize that material costs 
rest with our gineering Dye partment 
and as the author brings out, material con 
trol in his opinion ts divided into thre 
listinct divisions: (1) Engsneers cont 
the Baste cost (2) Sho} supervisors CON 
trol the usage; and (3) Purchasing dé 
partments control the prices paid. Your 
reviewer quite agrees with the author in 
that there is a “gold mine” to be uncoy 
ered in a careful study of engineering spe 
ications 

Phe author goes on to show how depart 
mental loads are projected and recorded 
and also shows how to uncover varianc 
from the budgeted load in the 
reHlecting high 
Here again the author gets practi 


ments which 


Ietermining these costs by recommending 
that “you can effect more im] 
t rule by working on the big leaks In 


rovement a 


other words, he does not recommend 


spending a dollar to find ten cent 


In his chapter on How to Determine 
Conversion Costs the author is 1s so rare 
in most books, specsfical/y outlines hov 
A5sivn Varlous | < WY CX 
logical method. The authors chaptet 


Why Not Standardize Your Cost 


rather provocative chapter in that your 


found himsclf agreeing 


Cns 


! ivrcecing im oth 

UPpo ot this hapter 
th | irt of both a 

ountant th 


Il worth study 


your 


Start with 
esting and 
ent re iding 


that for 


is the author bru 


hapter, there are m 
start a sales fore 


tron of sal 


if provid d the 
followed 


It Chapt r 19 the author 


Hlow About Production Control 


su mm Manavcment 


I | 
t the number of exp fitors 
mployed im production 
its almost axromatic with 
rs that the mor 
\ j 


the more evidence you hay 


your own oryanization of lack o 
In other words, he recommend 
work than horse work 
His hapter on Do Your 
| is fraught with humor 
C1isé His pocn 
i po in whi h 
including the Engine 
wherein his last stanza 
wn ofam tal oOmpot 
with, “He looked ag 
success 1S Mine it 
So far as your 
ome day the author 


book to this ’ 


tO COT manag 
Analyz 
pre ich 


FIRST BOOK ON THE MOST 
TALKED-ABOUT SUBJECT IN 
GOVT. AND BUSINESS TODAY! 


DIFFERENTIAL 
PRICING 


SALES PRICE ACCOUNTING 


Discusses objectively determined Dif 
ferentials in Selling Prices to various 
classes of customers (allowable under 
Robinson-Patman Act). An_ action 
geared experience-rich word, test, 
form, chart compilation for manufac 
turers and wholesalers presenting 
practical steps saving 100’s and 1000's 
of dollars acclaimed by experts 
as a pacemaker in the field a 
realistic NEW look at your Distribu 
tion Costs!! Sale & Delivery Methods! 


from N. Y. Times (Aug. 31 


Leon Henderson says 


PROFIT ANALYSIS 


by Frederick M. Eisner, B.C.$., LL.M., C.P.A. 


this timely “should- 
have” book will ac- 
tivate all concerned 
with managerial 
accounting to new 
power in manage- 
ment affairs! 











Chairman Edw. F 


Albert Winthrop say 


20k Opens your eyes to new profits 


Refund if not satisfied after § days’ trial 


CHARLES EISNER site pisins, x. 
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profits mad { i] if udy 1S a Case- mented treat Pron 
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It Happened One Week-end 


‘To help a client in an emergency, STATISTICAL 
punched, verified and tabulated 500,000 cards 
over one week-end. In tight spots, or for your 
regular requirements, it pays to keep STATISTICAL 
in mind for tabulating service. 


endent 
vice 


indep 
iargest . er 
oldest and jating $ ‘ T AT ) 7 I ‘ A I 
punched cane count) S rs I “ ( Vy 4 
; TABULATING COMPANY 


ESTABLISHED 1933 * MICHAEL R. NOTARO, President 


TABULATING » CALCULATING » TYPING > TEMPORARY OFFICE PERSONNEL 























YOURSELF 


Learn How Your Order-billing System Rates 
YES 


Do you know how many separate writings you require to get your [ | 


orders shipped and billed? 


Have you investigated lately to see whether certain rewritings can he 


eliminated? 


Do vou rewrite orders received from branches or salesmen? 


id 


4 


Are shipping addresses retyped on your bills of lading 


& 


Are these same addresses again rewritten on your tags and labels? 





Are your invoices written separately from your shipping orders? 





When a partial shipment is made do you write a new shipping order to 


cover items back-ordered? 


Do you write a new set of billing copies covering each back order 


shipment? 





Do you post each individual invoice to your accounts receivable ledger? 


HERE’S THE QUESTION THAT COUNTS 


Would you like us to send you folders which illustrate how you can 
/ 4 YES NO 


eliminate all retyping on original and back orders and eliminate posting a a 


to accounts receivable? 


5 
6 
= 
at 
9 


If answer is ‘‘Yes’’ fill in and mail to: 


DITTO, Incorporated, 695 S. Oakley Blvd., Chicago 12, Illinois 
In Canada: DITTO of Canada, Ltd., Toronto, Ontario 


Name, Title 
lirm 
Add ress 


City County State 


1) ITTO ONE-WRITING SYSTEMS 











METHODS ANALYSTS 
I.B.M. MANAGERS 
I.B.M. SUPERVISORS 
TAB AND KEY PUNCH OPERATORS 
TESTED TRAINEES 


lor caretul 


perience and 


MONROE PERSONNEL SERVICE 
27 East Monroe, Chicago 
(Newt door to Palmer House ) 
RANDOLPH 6-0969 


Vembe t /llino wd « Private keampl 














Have you started your 
Annual Report for 1953? 


suSY EXECULIVES Can Save both time and money by staring now on 
their 1953 Annual Reports. Careful advance planning eliminates 
much last-minute rush and confusion 

Pandick Press, in its thirty years of experience, has gained 
and maintained a reputauion for fast, accurate, economical 
printing. Annual Reports prize-winning Annual Reports — are 
a habit with us 

This year, in the Financial World’s Annual Report Survey for 
excellence in Annual Re ports we share with our clients pride in 
the achievement of printing five “Oscar” winners. We congratu- 
late Gulf States Utilities Company for its Silver and Bronze 
awards and General Time Corporation, Meredith Publi- 
cations, Punta-Alegre Sugar Corporation and Worthington 


Corporation for their Best of Industry “Oscars.” 


Pantick Press, Ine. 


I stab lished 1923 


22 THAMES ST.,NEWYORK6 71 CLINTON ST., NEWARK, N.J. 


WOrth 4-2900 NY 1-3167 MArket 3-4994 








AAA Elects Frank P. Smith 
as 1954 President 


At its recent annual convention at 
Chapel Hill, North Carolina, the Amer 
can Accounting Association elected th 
following officers to take otfice on January 

1954 

President and editor of Accounting Re 

Frank P. Smith, director, Bureau ot 
Business, University of Michigan, Ant 
Arbor (an associate membe r of Controller 
Institute of America ) 

Vice presidents: Charles J. Gaa, Uni 
ersity of IHlinois; Paul Grady, Price, Wa 
terhouse & Co., New York: and Wayn« 
I Shroyer University of Denver 

Sccretary-treasuret R. Carson Cox 
Ohio State University ; 

Director of Research: John A. White 
University of Texas 

Phe Executive Committee also includes 
the following most recent past presidents 

S. Paul Garner, University of Alabama 
Russell H. Hassler, Harvard University 
ind George R. Husband Wayne Univer 
sity 


RIU Announces 
12th Tax Institute 


The Twelfth Annual Institute on Fed 
eral Taxation of the University of Rhode 
Island will be held on Wednesday, No 
vember 18, 1953 at Providence, John 
Hackett, director of the Division of Uni 
versity Extension has announced 

Peter Guy Evans, attorney and CPA 
and a former member of the Excess Profits 
Tax Counal, is again chairman of the 
Institute’s Planning Committee. This year 
the Institute concentrated into one full 
day, will consist of addresses and ques 
tHon-answer | eriods 

Among the speakers are | K Lasser 
Benjamin Grund, Henry Brach and David 
Zack. For detailed program and additional 
information, write to John Hackett at the 
University of Rhodg Island, Providenc« 
R. ] 


Federal Tax Forum to Hold 
Annual State Tax Night Dinner 


Phe Federal Tax Forum will hold its 
Annual State Tax Night on Thursday, No 
vember 19, 1953 1n the Grand Ballroom of 
the Hotel Roosevelt, New York. Tickets 
may be obtained by writing to Miss E. J 
Reynolds, Federal Tax Forum, 902 Broad 
way, New York. Cost $12.50 per person 

The guest of honor and principal 
speaker will be the Honorable Allen J 
Goodrich, newly appointed president of 
the New York State Tax Commission 
Other guests wall include tax officials from 
various Eastern States, among them the 
new Tax Commissioner tor the State of 
Massachusetts and the new director of the 
Corporation Tax Bureau of the State of 


New York 





TRUE REPLACEMENT COSTS LESS 
THAN DEPRECIATION ALLOWANCES, 
EVEN WITH RISING PRICES! 

Howey th 


May Say, 


disbcheving 

all dey 

In the 
Surely witl 


thes onclusions 


Onstant price level 
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upon t 


world n risiny 
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im some 


in addition to the real growth there was 


in prices which amounted to 
$5 per year on the type of assets being 
(thus the 
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xp nditures in 
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Steady rise 


total annual ra 
rease in asscts 

real terms plus $5 in price in 

$15).* It is then found, as shown in ///z 

ratite Table I, that the value of the assets 
aquired, in current dollars tan 
lollars, was $100 plus Sr35 plus $130 
Depreciation 


if ¢ qu il One 


not conv lant 
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tenth of the original cost of assets acquired 
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in the | 
out to be on 
ments remain 

of 
adjust for the 
for the 
we find that it would 
place the 
arhier 
$150 Its 


original cost but 


$5 


in terms 
per year rise 
bund] ot 


ictually 


Orivin il 


} ul 
How 


th 


equipment 

for $100 
ration charge 5 a 

enth year! And apain, the ex 


ontinus 


than 


ruins 


ind on indefinitely inte 


IMPLICATIONS, QUALI 
AND CONCLUSION 
What at 


an 
ot 


! 
{i 
vel 
whe 
illow 
More 
thie 


their own number who 


ONO! 
han mc 


VArlOus Si 
which we h 
Mor th 


xampl wil 


Ol 
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Assets acquired 


in current year 


100 
115 
130 
145 
160 
175 
190 
205 
220 
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280 
295 
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Depreciation C harges versus replacement requirements 
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Increase in Assets Assets currently 


asset acquis ac quired requiring replace ciation charges 
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“How do YOU handle 
TRAVEL 
EXPENSES? 


When your travelling personnel reim 
burse themselves by means of cor 
trolled, protected TRAVELETTERS, your 
company benefits by saving the admin 
istrative and clerical costs of expense 
checks, by speeding auditing proce 
dures, by improved expense control 
And the traveling man becomes more 
efficient without the worry of being 
delayed or stranded without funds 
Here's a partial list of 

TRAVELETTER user 


American Cyanamid Co 


American EXPENSE ACCOUNTS 


Baver & Bla iv. of K : 
Binney & S ( } ily hi 


( mmercic 


You'll Le peas 
tages y can enjoy by 


va your compar 
using TRAVELETTERS too! Write for In 


formation 


TRAVELETTER CORPORATION 
Since 1894 
22 West Putnam Ave., Greenwich, Conn. 











Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 


Industrial Engineering 


Ford, Bacon & Vavis 
Engineers 


39 BROADWAY, NEW YORK 6, N. Y. 
CHICAGO - LOS ANGELES 
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RELATED READING 
IN THE CONTROLLER 
Investing Pension Funds 
by W. C. Dunn—April 1953 
Accounting for a Pension Plan 
by John V. van Pelt Ill—May 1953 
Cost Controls in Pension Plans 
by Paul A. Warner—June 1953 





LONG SHOTS & CLOSEUPS WITH THE CONTROLLER CAMERA 


Neus York City (150i: 


A | incl dis ussion on 
Relations with Finan 1 
Oth Anniversary Meeting of 
the New York City Control of Controllers 
Institute on September 17 when John I 
Childs, vic president, Irving Trust Com 
pany, New York, addressed th 
caker. Mr, Childs was 


ommittecc 


Building Better 
, 
ial Communities 


teatured th 


Lroup As 
formerly 


LaniZe d 


book 


vucst 5} 
hairman of a which or 
the work on and contributed to th 
let published by the American Manag 
nent entitled “A Company 
Guide to Effective Sto kholder Relations 
Mr. Childs was 
which covered the many facets of the sub 
ect. The pancl was comprised of the tol 


Association 


assisted by 


a pan ] 


lowing 

Businessman Albert F. Tegan, 
dent of General Public Utilities € Or 

Attorney - William N. Mason, m« mbet 
~ Beckman & Bogue, attorneys; and 
Analyst Marvin Chandler 
vice president, Rets & Chandler. He was 
president of New York Society of S« 
Analysts for the year 1952-1953 

Tribute was paid to all past presidents 


pres 


security 


urity 


who contributed to the Control s vrowth 
ind telegrams of congratulations 
read from Institute President Edmund I 
Grimes and Board Chairman Charles Z 
Meyer. At the head table wer: 

(Left to nght) Theodore | 
ontroller, The American Home 
zinc Corp., past pre sident of the 
1949-1950 Boschen 


WTC 


Gloisten 
Maga 
Control 
Arthur L 
troller, Vick Chemical Co 
ident, 1947-1948; G. E. Foster vice pres 
dent, The Brooklyn Union Gas Co., Con 
trol pr 1942-1943: E. B. Nutt 
vetie ys 1939-1940 
Allen H. Ottman, vice president and con 
troller, American Hard Rubber Company 
Control vice president; Marvin Chandler 
pancl member, John F. Childs, 
speaker Nelson 1 Ham son, treasurer 
Lowe Paper Company Control president 
1953-1954: Albert I Fegan panel mem 
ber; William N. Mason, pancl member 
Herbert M Kelton United 
States Rubber ¢ ompany, Control vice pres 
dent; Ceal W. Borton, vice president 
Irving Trust Company, Control president 
1941-1942; William Widmayer, — vice 
president and comptrollc: Guaranty Trust 
Company, Control pre sident, 1945-1946 
Bernard S. Rodey, Jr 
Consolidated Edison Co 
dent, 1948-1949; Wayne ¢ 


cOMmy 
Control pres 


SI {i ft, 
Control preside nt 


vucst 


treasurer, 


retary 


pres 


stall 


issistant sec 
Control 

Marks 
General Foods Corporation 
and ( | 
Port 


Control pr 


uroul otficer 
Control pre sident, 1950-1951 
Kushell, [r., director of finance, The 
1 New York Authority 


lent. 1951-1952 
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19S] ind national 
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The Operations Letter 
As the Controllers Medium of Expression («d/ 


. than budget duc AND DEDUCTIONS SUMMARY OF UNUSUAL EXPENSES 


Salesmen’s 
Other income and deductions resulted 


Bont OTHER INCOME 


primarily to lower ile 


I ) 
salaries were $910 |e 
the 


mens 
volume 


: Current month and year to date charges 
than budget ; 


and credits to operations of an unusual and 
summarized 


prin 11n 
prin I 


| post of Mid 
not yet been April 
Details are 


: nel charge to operations of $7,600 in 


; in 
compared with $8,300 budgeted 


pally because 
west Daustrict Su} rvi 


filled 


propose 
ioied es non-recurrent mature are 


VOT ha | are 9. 
shown in Ex/ibit 8 


PRODUCTION 





Standard direct labor for April amounted 
to $69,200 compare d with $73,860 budy 
ected for that period. A comparison of 
April with March by department is shown 
in Exhibit 

Pinking Shear production was 52.7% 
of budget for April. During March, qual 
ity control spot checks dis losed that a re- 


OTHER INCOME AND DEDUCTIONS 


APRIL 


EXHIBIT 8 


Other Income 
Profit on Sale of Equipment 
Miscellaneous 


10 


$ 320 
110 


$ 430 


- ~ ent change in design of the pinking shear 


Total Other Income 


Other Deductions 
Pensions 
Interest on Funded Debt 
Donations 


Other 


caused a substantial percentage of shears 

$5,200 to cut poorly. Although the situation was 
920 
710 
1,200 


$8,030 


immediately corrected, in process and fin 
ished inventorics contained approximately 
60,000 pair which had to be reworked to 
conform to the revised design and manu 
facturing methods. Consequently, during 
April nearly half of the department's labor 


Total Other Deductions 

Net Charge To Operations $7,600 
engaged in nonproductive re 

work of 
caused drop in standard direct labor in 
Other Cast and Inspect and Pack depart 


ments, since the y also perform operations 


force was 


Slowup manufacturing also 





EXHIBIT 9 SUMMARY OF UNUSUAL EXPENSES 


PROFIT OR | 
YEAR TO DATE 
$1,430 


APRIL 


$ 320 


on the pinking shear. 

Other Cold Forged Steel and Other 
Forged departments were $700 and $300 
below budget, respectively. In both cases 


Profit on sales of equipment 
Writeoff experimental expense of rejected plastic and 
cold forged steel scissor 
Writeoff new 625 pinking shear die never put into production 
Writeoff scrapped and obsolete equipment 
Legal expenses in connection with pinking shear patent suit 


2,880 
600 1,200* 
390 2,640 

—0- 1,500 


$6,790 


720 
this was due to loss of personnel, although 
replacements have been secured at this 


writing. 
Foundry Division production was still 


$1,390 


in excess of budget, resulting in further 





EXHIBIT 10 


DEPARTMENT 


123 
128 
130 


Nickel Plate 
Japan 
Inspect & Pack 


THE 


Grind 

Buff 

Wash 

Other Cast 

Heat Treat 

Other Cold Forged Steel 
Foundry 

Forge Shop 

Other Forged 

Pinking Shear 


136 
140 
145 
150 
218 
250 
350 
451 
452 
650 


Total 


CONTROLLER 


APRIL 


ACTUAL DIRECT 


(19 DAYS) 


STANDARD DIRECT LABOR 
MARCH 


ACTUAL DIRECT 


LABOR 


STANDARD 


$ 2,380 $ 
1,020 
4,810 


AT OVER UNDER 


BUDGET 
$ 2,540 
1,030 
5,420 


20° 
30 
350” 


LABOR AT 
STANDARD 


2,950 10’ 


3,420 
1,740 
17,890 
1,000 
18,010 
10,900 
1,970 
300 
2,810 


$69,200 


3,100 
3,650 
1,860 
19,710 
1,100 
19,500 
12,470 
2,060 
380 
5,430 


$78,250 


20 DAYS) 
OVER (‘UNDER* 
BUDGET 


$ 20 
10” 
1 i 
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increases in stocks of castings. However 


layoff of one molder late in April reduced 


the rate of surplus from that in March and 


assured a break-even level for May 


ORDERS RECEIVED 

Orders received in April totalled $428 
O00. Detatls by product class of orders re 
ceived and balance of unfilled orders at 
the end of April and March are shown in 
Ex/ Bee ey 

Orders received for the current month 
approximated budget both in total and by 
product class. Year to date this is also truc 
except for an excess of S110.000 tn ¢ old 
Forged Steel, re presenting a seasonal flu 
tuation which is normally offset by a slack 
period in the Fall . 

Unfilled orders at April 25 were equiva 
d sales. Back 
log was abnormally inflated in two prod 
uct Classes. Cold Forged Steel orders in 
cluded $122,000 from = school suppliers 
with instructions not to ship before Jun 
1. Pinking Shear backlog has risen in the 
past two months due to ti up of stocks un 


lent to 1.3 months budget 


avatlable for shipment during the screen 
ing and reworking attendant on design 
changes 


INVENTORIES 

Inventories at standard manufacturing 
cost increased $70,700 during April LD 
tails are shown in Ex/vhit 12 

Finished Goods inventories increased 
$11,600 in April, resulting in an increas 
of $48,400 for the year to date. Included tn 
these figures were $24 300 and $78,400, re 
spectively, for Cold Forged Steel stocks 
These inventorics have intentionally been 
built up to provide for s isonally larg 
shipments to school suppliers in June and 
July 

In Process inventories increased $21,900 
in April. This rise was due to restricted out 
put of pinking shears during the period of 
engineering change rework 

Materials increased $35,400 during the 
month. Heavy purchases of steel were mad 
during April in anticipation of price in 
creases on this item in the near future 


ACCOUNTS RECEIVABLI 

Accounts receivable at Ay ril 25 amounted 
to $376,000 compare 1 with $322,000 at 
March 28. Increase of $54,000 was pri 
marily duc to larger sales volume, as num 
ber of days’ billing was approximately th 
same. An aged analysis ts shown in Ex/shbit 


Past due accounts, 6 months and over 
included $9,803 owed by A. R. Putnam 
Sons of Chicago, Hlinois. This firm is cut 
rently in a short cash position luce to hea 

However, with its strong 
oaching, it appears that sufficien 
1 of inventorics can be eff 
ill cre litors 
P. L. SMITH 
Comptroller 


EXHIBIT 11 ORDERS RECEIVED 


PRODUC? CLASS APRIL 


,800 
Cold Forged Steel 169,000 
Hot Forged-U.S. 3,800 
Hot Forged-Sweden 9,600 
Pinking Shears 69,500 
Purchased Goods 8,700 
Castings 37,900 
Defense-Forged 10,700 


Cast $118 


Total $428,000 


YEAR TO DATE 


$ 428,000 
725,000 
17,200 
41,000 
272,000 
46,000 
104,000 
85,000 


$1,718,200 


UNFILLED ORDERS 


APRIL 25, 1953 MARC 


$ 76,800 $ 

275,000 
3,500 
11,600 
102,500 
7,300 
58,900 
22,700 


$558,300 $ 


H 28, 1953 


78,000 
266,000 
4,700 
11,000 
83,000 
7,600 
58,000 
22,000 


530,300 





EXHIBIT 12 


INVENTORIES 


BALANCE 


AT 


APRIL 25, 1953 MARCH 28 


FINISHED GOODS 
Cast 
Cold Forged Steel 
Hot Forged—U:S. 
Hot Forged—Sweden 
Pinking Shears 
Purchased Goods 


Total 


IN PROCESS 
Cast 
Cold Forged Steel 
Hot Forged—U.S. 
Pinking Shears 
Castings 
Defense-Forged 
Foundry Scissors and Shears 


Total 


STORES 
MATERIALS 


TOTAL INVENTORIES 


Average Balance—April 


$ 61,200 
195,600 
9,000 
3,200 
11,200 
7,200 


287,400 


160,700 
204,300 
14,000 
101,200 
7,200 
13,700 
24,600 


525,700 


173,600 
247,000 


$1,233,700 


Standard Cost Shipments, Output 
Turnover At Annual Rate—April 


Ma 


rch 


Year To Date 
Year 1952 


APRIL YEAR TO DATE 


INCREASE ! 


1953 


$ 63,100 > 1b 9 
171,300 24,300 
7,800 1,200 
4,600 1 400 
21,600 10, 40( 
7,400 


275,800 $11,600 


159,800 $ 900 
208,700 4,400 
12,800 1,200 
78,600 22,600 
6,900 300 
13,900 201 
23,100 1,500 


503,800 $21,900 


171,800 $ 1,800 
211,600 35,400 


$1,163,000 $70,700 $ 


FINI 


SHED IN PR 


NCREASE 


REASE 


4) 
4()( 


78,400 
4,100 
1 9OO 


300 


48,400 


3,600 
24,700 
100 
400 
3,200 


20,100 


700 
31,600 


100,800 


OCESS 


GOODS STORES, MATERIALS 


$281,600 


280,000 29 


12.9 
a3 
12.8 
13.2 


$916,750 


3,260 
4.2 
4.7 
46 
4.8 





EXHIBIT 


Current 

Past Due 1 Month 

Past Due 2 Months 

Past Due 3 Months 

Past Due 4 Months 

Past Due 5 Months 

Past Due 6 Months and Over 


Number of Days’ Billing 


THE CONTROLLER 


ACCOUNTS RECEIVABLE 


APRIL 25 
AMOUNT 


$314,340 
30,460 
9,020 
6,020 
3,010 
1,500 
11,650 


$376,000 


17.9 


1953 


83.6% 


8.1 
2.4 
1.6 
0.8 
0.4 
J.) 


100.0% 


MARCH 28 
AMOUNT 


$269,840 
25,440 
7,090 
5,800 
2,900 
10,300 
630 


$322,000 


18.4 


1953 


83.8% 
yb’ 
2.2 
1.8 
0.9 
K 
0.2 


100.0‘ 
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Insurance, Bonds Lead As Pension Investments 
Letterhead and 
Envelope 


irance poli ics and bonds are the Among equity investments, utilities 


havori investments for pension funds by were favored by pension | lan trustees. Of 

i wide margin, according to a survey by — the total invested in the stock markets, 20 

R Commerce Clearing Hous per cent of all common and 27 per cent of 

Ch id) ed 60 pension trusts all preferred were in utility stocks 

ts excecding $250 million. Th Phe investment patterns as shown in th 
yrowing tendency towards estab urvey, however, were different beyond 





of pension funds in private in the first choice. Among common. stocks 








ulted in contributions to such — the pension trustees invested heavily in 


¢ COSTS ind ite by the Government a banks and_ the petroleum industry 1] 
ullion a year per cent each and in chemicals 9 per cent 
STAMP Mpanics investing retirement funds The remainder of the common stock in 
LESS In insurance COMprise 1 35 per cent of the vestment was diversified over many fields 
} 
i ind these put practically all their In buying preferreds, the trustees chos« 
gor al th & | 
, 
than the in polic ics. The non-insurance re O | ut 9 per cent in electrical equipment 


Pp Oo STA G i inder, with fractional allowances cither companies, 8 per cent in stecl companies 
W iL} ported their investments as follows 7 per cent in the chemical industry and 





I 
per cent in automobile manufacturing 


As might be expect d with such a con 
rvative imvestment pattern, says CCH 


Even if your correspondence is entrusted to the | ( or} oration Bonds 
highest quality, most impressive paper obtaw Common Stocks 
Preferred Stock 

able, the poper cost of your letterhead anc re OCKS 


the average yicld of 3.41 per cent reported 


envelope is but 3 of the postage 


FOTAL in stock and bond markets by the trusts was fairly constant. The great 


You could easily reduce this fraction. You bulk of individual cases fell between 2.5 
Moartyapes . 
could substitute inferior papers, cheapen your ape per cent and 4.5 per ce nt 


Mutual Pund Shares J 7 ee ee visi reported, 2.28 per 


correspondence. But could you afford to ? 
indie tas god Miscellaneous 


ent, was from a trust wholly invested in 
Fortunately, you don't have to take the risk ) ‘ 

| A : } vovernment bonds the highe st, ‘per cent 
Without appreciably offecting costs, you can | \ m varied investments 3 
from the fund with the largest percentage 
e Lt. L. Brown rag-content ipers. The ‘ é 
us ag-content pap y Government Bonds invested in common stocks 
will msure permoanern e mn your important 
documents utmost durability in your records 

outstanding appearance for y 


spondence 


CONTROLLERSHIP: TRENDS AND TECHNIQUES . 


a new booklet recently published by Controllers Institute in 


Your regulor supplier knows L. L. Brown 
popers thoroughly. He will gladly help you 
select the ones best suited to your particular corporates papers presented by the following speakers at the 
needs 22nd Annual National Mecting held in Boston, September 


FREE ip 


Management Planning and Control Ronello B. Lewts 
booklet, “How to Get 


Greater Service and Trends in Internal Auditing ( }. Gh squicrs 
Value from Your Rec 


ords and Letters”. It is Internal Control as Desired by Management 
a reliable and help Peter Campbel! 
ful guide to selecting . I 


the right paper for Internal Auditing and Control William R. Phelan 


each of your needs 
recording or corre Internal Control as Desired by External Auditors 
sa daenaaionl Donald J. Bevis 


i L Bie WRN Budgets and Px opl Edward W. Bug: 
& e Direct Costing —Pros and Cons H. T. McAnly 


LETTER & RECORD i Bee Price-making in a Competitive Free Economy 
\ Philip Donham 


Se Allocation of Distribution, Selling, etc.. Costs in ¢ omputing 
: ) 
“SO MUCH EXTRA VALUE FOR Profits G. S. Juliber 


SO LITTLE EXTRA COST 
* em Analysis and Control of Distribution Costs R. F. Elder 
Since 1849 





Approach to Curtailment and Control of Costs I. Farrar 
Standards for Improving Profits W. 1. McNeill 


Etfective Standard Costs Joseph Peley 


IL. L. Brown Paper Co B 
| Adoms, Mass 

| Please send me FREE copy of ‘How to Get Greoter 
Basis for Transferring Inventory Amony Units of the Same 


| Service and Valve from Your Records and Letters 
Company (Cost vs. Sales Prices) L. S. Williams 


| Name 

| Title 
Company 
| Street 


| 
City Stote 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
' 
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This IDEA from Remington Rand... 
got rid of overtime for H. R. Toll 


Here’s how vital reports — printed at 6,000 lines per hour 
cut bookkeeping work to 4 minimum and eliminate over- 
time for a Minneapolis distributor. 

The H. R. Toll Company reports such benefits from its 
Remington Rand punched-card installation as: on-time 
statements including complicated container demurrage cal 
culations .. . automatic accounts receivable aging for faster, 
.and inventory control by actual item 


turnover without guesswork. They also get such time-saving 


easier collections .. 


management facts as: fast, detailed sales analysis by prod 


uct, salesman, territory ... up-to-date facts on gross and net 


ALPHABETICAL AUTOMATIC ELECTRONIC 
TABULATOR PUNCH * SORTER 


profits complete data for making decisions on pricing 


policies... and automatic scheduling of overall operations. 

This profit-building idea shows clearly why your Reming- 
ton Rand representative is so well equipped to do the best 
job for you. After he gets all the facts about your problem, 
he is free to recommend the one method which will best 
suit your needs: manual, visible, photographic, machine, 
punched-card, electronic, or any combination of these meth- 
ods. He can also offer you any business service required for 
the efficient installation and operation of your system. Feel 


free to call him on any kind of management problem. 


GOOD EXAMPLE FOR SMALL FIRMS 


Certified Report #876 proves once again that small firms, 
as well as large, can profit by punched-card methods. This 
report shows in detail how the H. R. Toll Co. cut costs and 
eliminated overtime with Remington Rand punched-card 
methods. For your free copy, call Remington Rand in your 
city or write to Management Controls Reference Library, 


Room 1373, 315 Fourth Ave., New York 10, N.Y 


Remington. Mand 


PROFIT-BUILOING IDEAS FOR BUSINESS 





Unrecorded Liabilities in Real Estate, Other Transactions (6 w:inued jon pus 
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Pay 


borrows I 


confirm 
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the an 
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1 for emergen 
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is sent to the managers to fill 
A condensed 
presented which was used 


th } Iso confirm the COVCrape | I 
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notification pection report 


| inti 1} ition tonnadaire is 


som connection with a hotel property ow ne 
William Brown (Exhibit H) 


with public authority de 
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if) 1s 


Ant/ rity 
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contractors for work need 
h stat law ft 
ified as contingent labilits After 
i pted ind the or: ler was pla 
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with t Wer 
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mply 
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1Odn 


ques 


went liability was reclassified as a 
ents in states where th 
chartered domes 
to tell whether legal 
erved upon the name { 
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oration 


process 
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Or 

An analogous used 
with the Sc 
Delinquent fees 
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ISCOVCT¢ d by this Cire ulari 


confirmation was 


CONCCTNINY 


ot 


ran hist taxcs 


good standing 
State 


retary OMCs 


and similar unre 


tabilities were d 
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zation 

in 

qd ACCRUED EXPENSES 
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sto amounts duc 
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i ing from management contracts. ¢ opics of 
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IS re to expenses originat 


ll management contracts were obtained 





Doc. No Date Filed 


EXHIBIT F 


Chattel Abstract of William 


sjrown 


Date of Lien Date Due Amount 


File Number 
Address 


Mortgagee Description 


10150 11/2 
17930 
19162 
50175 


12/9 
5/20 
6/28 


71 | 
51 


1s 


19 


11/1/48 


10) 
) iw) 


0 
19 


9 
50 


Installment 


Installment 
sill of Sale 


$3500.00 


2120.50 
2145.00 


Fr. W. Burger 


Comm. Investment 
Bank Credit Corp. 


Covered all 
personal property 
Furnishings 
Laundry equip. 


6 10°51 


Mechanic Lien 


157.00 Frank Carpenter 


Against hotel & all 
his other property 


I hereby certify that the above four entries Constitute a full statement of all items on file or of record, in the office of the Registrar 


of Deeds of Lincoln Cor 
Dated this 


inty, State of 


sist di 1951 at 9 A.M. 


ry of December 


Ss 


John \\ 


, affecting the personal property of the above-named mortgagor. 


. Snyder, Registrar of Deeds 





Midi) 


Gentlemen 


Re: 


In connection with aa 
nue Agent, will you ple 
contractor or dealer nam 
of improvement for whic 


cated below: 


Date 
5 150 


2/51 


Amount Ret 


$1250.00 
2175.00 


AB:ent 


THE CONTROLLER 


EXHIBIT G 


equest received from an Internal Reve 


ase give us the name and address of the 


ed on the loan application, and the type 


h the loan was to be expended, as indi 


Name and Address 


Improvement of Contractor 


No Planned or Dealer 


16528 
6-7129 


Very truly vours, 


HARMONY COMPANY 





CITy 


EXHIBIT 


H 


Inspection Report 


HOTEL 


MANAGER 


8. 
9. 


Exterior 
Bricks and stone work 
Woodwork 


dows 


(i) 
(b) and win 
(c) Marquee or canopy 
(d) Screens and awnings 
Neon and wall signs 
Lobby and halls, rooms 
Heating plant, hot water 
plant 

Plumbing 

Public bath and showers 


Root (check brick 


neys, walls, cornice) 


chim 


Miscellaneous remarks at 


Light fixtures, wiring system 
Fire System 

(a) Fire extinguishers 

(b) Fire hose 

(c) Fire escapes 

(d) Sprinkler system 
Condition of special rooms 
-basement, storage rooms 
furniture, 


Condition — of 


rugs, mattresses, springs, 
linens 
Elevators (ireight, passen 
ger) 


Licenses—of all kinds 


id recommendations 


NOVEMBER 1953 











Legal Fi ie 
penses: The first 
rees, COurt Costs 
curred Im CX 
overed The 


due to resident 


Confirmations wet 
recent returns 
sent had be 
Statute of Lin 

Provisions for State In 
respondence with the taxing authorits 
was used to determine unrecorded lhabilt 
tics 

Provision for Other Tan 
Ty) me Laxes) This grout t 
siderable correspondence to 
whether Sales and Use Tax r 
been filed and whether any 
hay been omiutt d R il est 
sonal property tax Tabilits 
imined. Examin 
Reserve Bank t ipts int 

es. Withholding, Stat 

feral Unemployment 

sation (Stat bus 


omy 


CONCLUSION 


This case study illustrates many ditferent 


uses of the confirmation t nique. It den 
onstrates that in cases Itke this, only th 
posilrve method of confirmation could mn 
sure success. Naturally the successful use 
of the technique d pends on care ful study 
of the character of the busin the auditor 
must use common sense in formulating hi 


confirmation. re qu Sts 


Biracial Job Policies 
Policies and practices Of non liscril 
tion followed by both managem« 
labor unLOnS if} th employment 
Negroes in three Southern plants of 
International Harvester Company ar 
scribed in a report issued recently by the 
Committee of the South of the National 
Association 
inalyst is th first of s1X 
ud of various types of biracta 
ployment in different Southern citi 
made by resident Southert 
has b n plann | ind 
o E. W. Palmer 
chairman of the ¢ 
under the clo 


Hoovy if 





APPRAISALS 
4 4 i 7s a 
NATIONA 2GANIZATION APPRAISA EN 


STANDARD APPRAISAL COMPANY 


BOSTON 6 CHURCH STREET ar 
PHILA t PHIA NEW YORK. N Y. HICA 


TSBURGH UIS 


NEER 








| 


FOR SOUND INSURANCE 
PROTECTION 


of your interests in | 
foreign lands 





AFIA protection, through its member companies 
is based upon professional observation and skilled 
interpretation of foreign laws and conditions. 


eFIRE 
eMARINE 
e CASUALTY 


Your agent or broker will be glad to get from AFIA 
full information on any specific risk. 





AMERICAN FOREIGN 
INSURANCE ASSOCIATION 


161 William Street ¢« New York 38. New Vork 


CHICAGO OFFICE: Insurance Exehange Building, 175 Weat Jackson Blyd., Chicago 4. Mlinois 
DALLAS OFFICK: Mercantile Bank Building, 106 50. Ervay Street. Dallas 1, Texas 
LOS ANGELES OFFICE: Pacific Mutual Building, 523 W. 6th Street, Los Angeles 14. California 
SAN FRANCISCO OFFICE: 98 Post Street, San Francisco 4, California 
WASHINGTON OFFICE: Woodward Building, 733 loth Street. N W.. Washington 5, Dd. ¢ 


TWENTY-FOUR AMERICAN CAPITAL STOCK FIRE, MARINE AND CASUALTY 
INSURANCE COMPANIES PROVIDING INSURANCE PROTECTION IN FOREIGN LANDS 


| 
| 











Rent our Statistica 


Department 


Why rent machines why rent space 
when you can rent the use of our 
completely equipped statistical de 


partie nt? 


We do your work for you on mod 
ern pun hu d card ¢ qui pm nt manned 
by Cx rienced pr rsonnel The job 
is custom-made for you and you get 


it on time. 


Let us tell you how this service can 


save your Organization time and 


mone y. 


RECORDING & STATISTICAL 
CORPORATION 


CHICAGO - BOSTON: DETROIT: MONTREAL -TORONTO 
100 Sixth Avenue, New York 13, N.Y. 


WOrth 6-2700 


Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses 


GAY CARROLL (#1872-1941), comptroller of 
Humble Oil & Refining Company since 1940 
retired on November 1 at his request for reasons 
of health. Mr. Carroll's 
comes after more than 35 years of service with 
Humble He was elected comptroller by the 
Board of Directors in) September 1940. He 
tarted in 1918 as a price clerk in the Ware 
house Department, later carrying out various 
issizoments in the Production Accounting 
Department. He became assistant to the general 
«countant in 1923 and was promoted to chief 
accountant in 1927 

A teacher as well as 
Mr. Carroll taught the first might accounting 
classes for Houston Public Schools in the 1920 
He also helped organize and taught accounting 
classes for the Houston Y.M.C.A. and for 
Humble employes 


voluntary retirement 


a student of accounting 


MR. CARROLL 


Mr. Carroll served as president of the Hous 
ton Control of Controllers Institute, 1941 
1944 

QO. L. LUPER, assistant comptroller, has been 
elected by the Board of Directors to succeed 
Mr. Carroll as comptroller. He joined the Comp 
troller's Department at Humble in 1946 and 
was promoted successively to 
auditor and general auditor. He has been as 
December 1952. He 
Texas and 


assistant general 


sistant comptroller Since 
is a certified public accountant of 
New York 

}). Ro Mutvey #2334-1942), senior as 
sistant compt oller, serves as acting comptroller 
in the absence of the comptroller. Announce 
ment was made also of the election of E. I 
HUNTER and W. J. CRAWFORD as assistant 
comptrollers 


PROMOTIONS . 


J. E. HEmGEN ($874-1937) ( 
treasurer, American Seating Company, G 
! 


Rapids, Mich., was recently appointed finan 
vice president in addition to his present dut 
Mr. Heidgen is a past president, 1951-195 
of the Western Michigan Control of Controllers 
Institute and is currently a national director 
of the organization JOHN S, STURGEON 


(£$2613-19434), treasurer The Magnavox Com 


MR. KING 


pany Fort Wayne, Indiana, has been clected 
vice president KEITH POWLISON (#2576 
1944), vice president and controller, Armstrong 
Cork Co., Lancaster, Pa., 1s now vice president 
ind secretary I. WAYNE KELLER 
ant controller, became controller 


assist 


GORDON G. Horr ($3429-1945), vice presi 
lent Stromberg-Carlson Company Roch 
N. Y., has been elected executive vice 
nt KENNETH ©. SWANSON (#2757 
1943) has been appointed secretary of Sharon 
Steel Corporation, Sharon, Pa. Mr 
joined Sharon in 1944 as 
then became assistant secretary in 1949 
DANIEL H. SCHULTZ ($3452-1935), sec 
retary and treasurer Leeds & Northrup 
Co Philadelphia, 1s now executive — vice 
president and treasurer JouN C. GRact 


Swanson 


general auditor 


an Rachrach Fabian Bachracl 


— 


MR. SLICK 


(#4920-1947), controller, Maremont Automo 
tive Products, Inc., Chicago, was recently ap 
pointed secretary and treasurer of the parent 
company and two subsidiaries, Accurate Parts 
Manufacturing Company, Cleveland, and Re 
placement Unit Company, Akron, Ohio 


H. C. KInG (42663-1943), controller, The 
Ohio Oil Company, Findlay, Ohio, has been 
elected to the newly established office of financial 
vice president and FRANK S. SLICK (#2664 
1943), assistant controller, has been appointed 
controller to succeed him KERMIT E. SIDLE 
(#4563-1949), assistant controller, Ciba Phar 
maceutical Products Co., Inc., Summit, N. J 
1 treasurer Bert ( 
KELLEHER has succeeded him as assistant con 
troller 


Beaurorp W. MAXEY 
troller The Glidden 
Ohio, was recently 
finance and accounting of his company 
JOHN W. STORMS ($#4215-1948), comptroller 
McCall Corporation, Dayton, O10, has been ap 
pointed assistant gencral manager. Mr. Storms 
joined McCall's in January 1946 ALEX 
ANDER L. SToTT, treasurer, American Telephone 
and Telegraph Company, N. Y., has been named 
comptroller to succeed WILLIAM SHELMERDINE 
(#5341-1951) who retired on September 1 


now assistant 


(#4165-1948), con 
Company, Cleveland 


elected vice president 
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7E ONTROLLERS 


MR. CLEMENT MR. DORAN 


NEW CONNECTIONS 
Ho M 








VICE PRESIDENT OF FINANCE 


$30,000 


THIS ADVERTISEMENT IS DIRECTED to an experienced executive 
qualified to be the chief financial officer of an internationally known 


multi plant company with annual sales exceeding $100,000,000 


WE HAVE A LONG RECORD of sound management and profitable 
operations and are currently experiencing rapid growth through the 


ac quisition of new companies Loc atior sina desirable eastern ¢ ity 


THIS MAN WILL REPORT TO THE PRESIDENT and will have the 
Treasurer and the Controller reporting to him. He should be between 
38 and 50 years of age and at present Treasurer of an industrial 


company or a Controller with strength on the financial side 


THIS IS AN EXCELLENT OPPORTUNITY to become an important mem 
ber of an aggressive successful management team Repl es may be 


brief and will be treated ir contidenc e 


BOX D2082 
THE CONTROLLER - One East Forty-second St. NY. 17,N. Y 

















Obituary 


EMPLOYMENT * EQUIPMENT + MISCELLANEOUS 





James G. Fuller, 


1 Fire | ( 
RATES: $5.00 per inc 


inservlion 0¢ each 
advance. Allow ap} 
column-wide inch 1 1g oe atte ts ae John Barton Gilbert, tre 
f 


number. Closing date 1 of preceding mont! o aatews ' : : g Peoducts n 


Addr DOX 
TROLLEK 


past Vcar 
ize of 62. He was also a me 
| fot Directors of Sonoco Pre 


York 1 4 or : [pee brad ca r of 
s om ( 


ot inada. He was a membe 





titute holding member 


SITUATIONS WANTED | tery ie ae 
ILL IAM Lt (f5080-1951). t I 
oll ‘ Stainle tec] Co n George L. Horst, vice esident and 
CONTROLLER—TREASURER , uf Steel A Bee bw find secte PY I - : 
, w controller, Wesco Mer Hier OF the ntra sreyhound Line 
BUDGET DIRECTOR ; og ised enevie raid Pern ¢ hio, died on September 18, 1953 
D is ‘ ars old. Mr. Horst held member 





Heavy public utility 1 pulacturing ctdal AK has be ppoimte 1 comptroller 

experience Skilled admuini Or keen an 7 ' ry ' rporation. Detroit ‘ te £1569-1940 in Controller 
lyst, gets thing lo ! um co re { iMIl is been appointed tr tut 

ough knowledpe mo COUNTING ci ne ul \ j ! K ney, N. | 


niques, IBM, finance Joseph W. Hughes, Ke president 


budget ysten of saliva sin ntroller ot the Pan-American Lite Insu 
urance, taxes, pension meinen’ eric’ CANADIAN CONTROLLERS il or ny, New Orleans. La., died on Or 
P aoe tobe $4 in Memortal hospital in Nev 


Timely and accurate figures interprete I VINCENT W. SCULLY ($5681-1952) 
management action. Effective contro troller, The Steel Company of Canada, Limi 
lessly apple 1, Harvard trained busi ad Hamilton, Ontario ince 1951 


n 
ler | 


City, where he had gone for treatment 
Hughes was considered an authority 


urance accounting and is 


ministration wcounting finance sti resident ind comptrol 
law. Member Controllers Institute 
‘ 1, 


manual on the application of 
ichines to life insurance Company calcula 
He also assisted the joint Committee ot 
' 


ra Society in calculating the nm 


locate, U.S. or abroad: knowl ( in is inv. of id: | } 
Available immediately. Box 074 ’ - P coms ee cinns ly rons 
aed t A 


ri 


ASSISTANT CONTROLLER oe — tality table 


Budgets, Costs, Pabulating, Method mpani 
He was past vir resident of the 


trative he | N 1 at eure 
ind Statistical Association and at the tin 


ADDITIONAL DUTIES FOR 
RALPH Ek. KENNON (2 
nt, Central Standar 

C) 14 real 


of bis deatl resident of the New Orlear 
Machine Accounting Association. Mr. Hugh 
Id membership certificate 24470-1949 


ler Institute 


> comptrolle: 
CONTROLLER ion, Shion Adelbert F. Prior, mptrolles 
ince corps of the Springteld Armory 


ASSISTANT CONTROLLER Anise a, 
ree f 1 Ma Wid i ictim of the ait 
; ( Seed es ’ RELDAEANAD —? : ish in Albany. N.Y on September l 
yhio, who 1s Now VICE Pf r. Prior held membership certificate 
WaALbO W. NEIKI ontroller 8 in Controllers Instit 
\ il Cx imi 1 


ae 


Milton McKinley Stanze, 
troller, White-Rodgers 
Mo., died ot 
CONTROLLER OR ASSISTANT gaia aha 
CPA AIA ( 


) 
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Which is the RIGHT 
Employee Benefit Plan 





for 
(Fo, 
‘od 


‘a = THE PEOPLE in 
t YOUR COMPANY 


A pension plan? 
A profit-sharing plan? 


A thrift or savings plan? 
or 
A COMBINATION OF SEVERAL PLANS? 


| HE NATIONAL City ORGANIZATION has helped 
“hundreds of corporations solve this problem 
» successfully. 

Our practical experience in this field may 
be helpful to you in choosing the plan... 
or the combination of plans... that is best 
suited to the particular conditions existing 
in. your company. Write or telephone out 
PENSION TRUST DIVISION, 55 Wall Street, 
New York. 


—— 


We act as trustee under employee-benefit 


plans and as agent for individual trustees 











CITY ‘BANK FARME RS q RUST COMPANY 


Che »d 182 
HEAD OFFICE: 22 WILLIAM STREET, NEW YORK 


Affiliate of 


THE NATIONAL CITY BANK OF NEW YORK 


Established 1812 





Hore, Wn Briggs, 


is the answer to your 
girl-power problem! 


The Underwood Sundstrand 
Model E Accounting Machine 


You keep girls happy on the job..: 


You keep accounting work up-to-date... when 
you put the all-purpose low-cost Underwood Sund- 


strand Model E Accounting Machine to work! 


A mechanical brain does most of the work... 
directs all the automatic operations. Speeds output! 
Minimizes errors! Saves time, money, and effort. 


A cinch to operate...ask anyone who uses the 
Model E! For the famous touch-operated Sund- 
strand 10-key keyboard gives that much-wanted 
rehef from fatigue! 


Any size business organization can profitably 
use the Model E because it posts such a variety 


UNDERWOOD 


Underwood Corporation 


Accounting Machines... Adding Machines 
Typewriters...Carbon Paper... Ribbons 
One Park Avenue New York 16, N. Y. 
Underwood Limited, Toronto 1, Canada 


Touch Methed 
Keyboard 


Sales and Service Everywhere 


of records, does all kinds of miscellaneous figure 
work, 


Whether your Company is large or small, Under- 
wood has just the right accounting machine for 
every purpose...for every purse. 


Before you buy any accounting machine, see the 
Model E in action on your own work...and keep 
girls happy on the job. Ask an Underwood Account- 
ing Machine representative to arrange for your 
demonstration... without obligation. 


Underwood Sundstrand 
Machines...the simplest, fastest, most auto- 


Insist on Accounting 


matic, easiest to operate! 


Underwood Corporation 
One Park Avenue, New York 16, N. Y. 
Please send literature, further describing your new Under 
Sundstrand Model E Machine. 
I would like to have a demonstration 
Name 
Firm 


Street 


City 





